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PREFACE 

Turkey and all other countries in the world have 

been surrounded by economic networks such as banks, 

insurance companies, leasing and factoring 

organizations and other financial organizations. These 

affiliated instiutions’ assets and trading volume realized 

in both public and private sectors have dominated 

growing socio-economic system financially. Emerging of 

the biggest crisis in the world due to economic and 

financial situations can be considered as an indicator of 

this situation. But today, the economy in the world has 

been enhanced by different socio-scientific organizations 

and tools day by day. 

Nowadays, interdisciplinary studies have gained 

momentum sciences they bring all different academic 

fields of studies together. In this context, this book 

gathers a number of articles, which were written by 

academicians from different universities both within the 

country and all over the world, hoping to bring some 

new ideas to thier fields and contribute to literature. 
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1. Introduction 

The importance of entrepreneurship to the economy 

and society has been widely discussed (Esfandiar et al., 

2019; Nowinski et al., 2017; Piperopoulos & Dimov, 

2015), especially in view of the impact of COVID-19. 

Specifically, it creates employment opportunities, 

reduces the unemployment rate, boosts innovation, 

stimulates the economy, and creates social wealth (Bellò 

et al., 2017; Hassan et al., 2020; Maresch et al., 2016; 

Nowinski et al., 2017; Oosterbeek et al., 2010; Otache et 

al., 2019). Entrepreneurship falls under the category of 

planned behavior, which means that it is predicated on 

intentional action (Ajzen, 1991). Therefore, 

“entrepreneurial intention” is the first step on the road 

to entrepreneurship (Krueger et al., 2000). Until now, it 

has been considered the most effective prediction index 

of entrepreneurial behavior (Farashah, 2015; Joensuu-

Salo et al., 2018). At the same time, entrepreneurship 

education has been highly praised by educators, 

scholars, and public policymakers for being a means to 

stimulate entrepreneurial activity and shape intentions 

(Boubker et al., 2021; Hassan et al., 2020). However, the 

relationship between entrepreneurship education and 

entrepreneurial intention is not always conclusive 

(Nowinski et al., 2017). Although most studies confirm a 

positive link between them (Bian et al., 2021; Namhyun, 

2021; Pittaway & Cope, 2007; Rideout & Gray, 2013), 

some studies show the opposite (Díaz-Casero et al., 

javascript:;
javascript:;
javascript:;
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2012; Oosterbeek et al., 2010), possibly because of cross-

cultural differences or different measurement methods 

among researchers (Liñán, 2004). 

In China, the government attaches great importance 

to innovation and entrepreneurship. Recently, it issued a 

policy to support college students’ entrepreneurship 

(The General Office of the State Council, n.d.), which 

marked the deepening and upgrading of China’s 

commitment to innovation and entrepreneurship. In 

2002, the Ministry of Education explicitly proposed 

encouraging and supporting college graduates to start 

their own businesses, China’s innovation and 

entrepreneurship education has achieved fruitful results 

after 20 years of continuous development. Meanwhile, 

much research showed that entrepreneurship education 

promotes entrepreneurial intention (Cui et al., 2021; 

Huang et al., 2021; Huang & Huang, 2019; Li, 2020; 

Zhang et al., 2018a; Zhou et al., 2021; Zhu & Zhang, 

2014) among Chinese students. However, the Global 

Entrepreneurship Monitor Report 2019 found that China’s 

entrepreneurial activity index was only 8.7, much lower 

than that of developing countries such as Brazil (23.3). 

The situation at China’s colleges is not optimistic either. 

The MyCos Research Report showed that the 

entrepreneurship rate of Chinese college students has 

been declining for five consecutive years. For 

undergraduates in 2020, it was only 1.3% (Mycos 

Research Institute et al., 2021), a far cry from nearly 
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30% in other developed countries. Although the factors 

affecting student entrepreneurship are complex, high 

investment in entrepreneurship education combined 

with a low entrepreneurship rate is cause for 

widespread concern: Can entrepreneurship education 

improve a student’s willingness to start a business after 

all? How does it affect student entrepreneurship in 

China? 

This study is designed to ascertain whether and how 

entrepreneurship education influences entrepreneurial 

intention in China through a wider sample. Considering 

research gaps and practical needs, entrepreneurial spirit 

and perceived behavior control were introduced as 

mediators to examine the following three issues:  

Can entrepreneurship education promote 

entrepreneurial intention in China; 

Does entrepreneurship education promote 

entrepreneurial intention by increasing a student’s 

entrepreneurial spirit; and 

Can entrepreneurship education promote 

entrepreneurial intention by increasing a student’s 

perceived behavior control? 
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2. Literature Review and Hypotheses 

Development 

2.1. Entrepreneurship Education and 

Entrepreneurial Intention 

Entrepreneurship education refers to the collection 

of all forms of entrepreneurial knowledge (Zhang et al., 

2018b): policy interpretation, teaching, incentives, and 

skills training (Zhang & Xie, 2018). Entrepreneurship 

education is significantly related to the students’ 

entrepreneurial attitude and entrepreneurial behavior 

(Rauch & Hulsink, 2015). Previous studies showed that 

students who received an entrepreneurship education 

were more likely to start a business than those who did 

not (Fayolle et al., 2006). The entrepreneurial literacy 

gained not only helps potential entrepreneurs start 

businesses, but also makes other college students more 

competitive in the job market and perform better at 

work. 

Entrepreneurial intention refers to the subjective 

tendency of a person to engage in entrepreneurial 

activity ( Zhang & Chen, 2021), which is the most 

effective prediction index of entrepreneurial behavior 

(Baluku et al., 2020; Farashah, 2015). Social learning 

theory states that part of a person’s behavior comes 

from observation and imitation (Akers & Jennings, 

2015), and Peter Drucker, an American management 
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scientist, pointed out that entrepreneurship could be 

learned like any other subject (Zhuo, 2018). Many 

scholars supported Drucker’s teachable theory of 

entrepreneurship through numerous empirical studies. 

Asimakopoulos et al. (2019) found a positive correlation 

between entrepreneurship education and 

entrepreneurial intentions in a survey of Spanish college 

students. The study conducted by Nowiński et al. (2019) 

found that integrating entrepreneurship into Poland’s 

national education system promoted entrepreneurial 

intention. A survey of Nigerian college students found 

that entrepreneurship education affected 

entrepreneurial intentions positively (Otache et al., 

2020). In China, innovation and entrepreneurship 

education have become a national strategy and based on 

this, we believe that entrepreneurship education may 

also correlate positively with entrepreneurial intention. 

This study proposes the following hypothesis: 

Hypothesis 1: Entrepreneurship education is 

positively correlated with college students’ 

entrepreneurial intentions. 

2.2. The Mediating Role of Entrepreneurial 

Spirit 

Entrepreneurial spirit is called “entrepreneurship” 

by economists, both independent and corporate (Sharma 

& Chrisman, 1999). This study is concerned with the 

independent kind: individual power, under the guidance 
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of personal vision used to innovate and create a business 

(Gu, 2013). Miller divided entrepreneurial spirit into 

three dimensions: risk-taking, innovation, and advanced 

action (1983). Risk-taking is a necessary trait for an 

individual wanting to start a business (Forlani & 

Mullins, 2000). Innovation refers to change through the 

continuous iteration of products and update technology 

to seize market opportunities (Wang, 2018). Advanced 

action is the prediction and control of entrepreneurial 

opportunities where there is incomplete entrepreneurial 

information and a short entrepreneurial window (Wang 

& Ma, 2020). This foresight is indispensable for a 

successful business (Lumpkin & Dess, 2001). The United 

Nations Educational, Scientific and Cultural 

Organization pointed out that colleges and universities 

must take entrepreneurial skills and entrepreneurial 

spirit as the basic goals of higher education (UNESCO, 

2005), which means entrepreneurial spirit can be 

learned. Fayolle points out that the most important 

outcome of entrepreneurship education is not starting a 

business right away, but developing a strong 

entrepreneurial spirit (Fayolle et al., 2006). The 

experience of Silicon Valley also shows that universities 

such as Stanford University cultivate and stimulate the 

entrepreneurial spirit through education, which fosters a 

large number of entrepreneurs ( Zhang & Gao, 2006). 

According to entrepreneurship theory, college 

students with an entrepreneurial spirit are more likely 
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to become entrepreneurs (Li, 2020); however, little 

research has focused on entrepreneurial spirit in the 

formation of the entrepreneurial intention (Krueger & 

Brazeal, 1994). He and Zhang pointed out that 

entrepreneurial spirit was conducive to the emergence 

of entrepreneurs and new ventures (He & Zhang, 2020). 

Wang and Ma pointed out that it positively affects 

entrepreneurial performance, and mediates the 

relationship between the entrepreneurial environment 

and performance (2020). Phan et al. stated that people 

with a more entrepreneurial spirit usually have higher 

entrepreneurial intention (Phan et al., 2002). Therefore, 

we speculate that entrepreneurial spirit may be a 

mediating variable affecting entrepreneurship education 

and entrepreneurial intention. Based on the above 

description, this study proposes the following 

hypotheses: 

Hypothesis 2: Entrepreneurship education is 

positively correlated with college students’ 

entrepreneurial spirit. 

Hypothesis 3: Entrepreneurial spirit is positively 

correlated with college students’ entrepreneurial 

intentions. 

Hypothesis 4: Entrepreneurial spirit plays a 

mediating role between entrepreneurship education and 

entrepreneurial intention. 
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2.3. The Mediating Role of Perceived Behavior 

Control 

According to the theory of planned behavior, the 

entrepreneurial intention is affected by three factors: 

attitude toward the behavior, subjective norms, and 

perceived behavior control (Ajzen, 1991). Perceived 

behavior control refers to the individuals’ perception of 

the difficulty of implementing a certain behavior, which 

can predict not only the formation of intention but also 

the actual behavior (Zhang et al., 2018b). Liñán (2004) 

pointed out that in the study of future behaviors, 

perceived behavioral control is of more research 

significance (Liñán, 2004). Bandura’s triadic interaction 

theory points out that individual cognition, 

environmental factors, and individual behavior interact 

and influence each other (Bandura, 2001). As an external 

environmental factor, entrepreneurship education can 

affect individuals’ perception of entrepreneurial 

behavior. The existing study indicated that 

entrepreneurship education can have a positive impact 

on college students’ perceived behavior control through 

the teaching of practical experience and alternative 

experience (Karimi et al., 2016). The survey of Taiwan 

college students showed that perceived behavior control 

has a significantly positive impact on entrepreneurial 

intentions (Linan & Chen, 2009). Therefore, perceived 

behavioral control may be a mediating variable between 

entrepreneurship education and entrepreneurial 
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intention. Based on this, we proposed the following 

hypotheses: 

Hypothesis 5: Entrepreneurship education is 

positively correlated with the perceived behavior control 

of college students. 

Hypothesis 6: Perceived behavior control is positively 

correlated with the entrepreneurial intentions of college 

students. 

Hypothesis 7: Perceived behavior control plays a 

mediating role in the relationship between 

entrepreneurship education and entrepreneurial intention. 

2.4. The Mediating Effect of Entrepreneurial 

Spirit and Perceived Behavior Control 

Recently, the literature showed that entrepreneurial 

spirit positively affects college students’ perceived 

behavior control (Qiao & Gao, 2018); that is, individuals 

with an entrepreneurial spirit are more optimistic and 

confident about the risks of entrepreneurship and 

consequently perceive higher levels of entrepreneurial 

success. 

Self-determination theory holds that the social 

environment can enhance human motivation by 

supporting the satisfaction of the basic psychological 

needs of autonomy, competence, and relationship (Deci 

& Ryan, 2012). As an external environment, 

entrepreneurship education improves the initiative and 



STRATEGIC OVERVIEW OF SOCIO-ECONOMIC EVENTS 

 

11 

autonomy of college students by cultivating the 

entrepreneurial spirit and enhances competence by 

imparting entrepreneurial knowledge to convert the 

external motivation of the state to the internal 

motivation to start a new business. Therefore, we 

speculate that the association between entrepreneurship 

education and entrepreneurial intention is mediated first 

by entrepreneurial spirit, and then by perceived 

behavioral control. Consequently, this study proposed 

the following hypotheses: 

Hypothesis 8: Entrepreneurial spirit is positively 

correlated with college students’ perceived behavior 

control of entrepreneurship. 

Hypothesis 9: Entrepreneurial spirit and perceived 

behavior control play a sequential mediating role between 

entrepreneurship education and entrepreneurial intention. 

Drawing on self-determination theory, this study 

constructs a moderated mediation model, as shown in 

Figure 1, to discuss the relationship between 

entrepreneurship education and entrepreneurial 

intention. 

javascript:;
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Figure 1: Theoretical hypothesis model. 

 

3. Materials and Methods 

3.1. Participants and Procedure 

Questionnaires were collected from 9735 students 

from 31 Chinese colleges and universities from March to 

June 2021, of which 9235 were valid. Among them, 3066 

were male (33.2%); 1454 were in higher vocational 

colleges (15.7%); 6076 were undergraduates (2.2%); 

1498 were postgraduates (16.3%); 207 were PhDs and 

above (2.2%); 1776 were freshmen (19.2%); 3134 were 

sophomores (33.9%); 3453 were juniors (37.5%); and 

872 were seniors (9.4%). There were 2691 students 

majoring in science and engineering (29.1%); 936 in 

medicine (10.1%); 1112 in literature and history (12%); 

1862 in economics and management (20.2%); 1104 in art 

(12%), and 1530 in agriculture and forestry (16.6%). Of 

these, 771 had entrepreneurial experience (8.3%), and 

4815 had relatives or friends with entrepreneurial 

experience (52.1%). 
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3.2. Measurements 

3.2.1. Entrepreneurship Education 

Using Li’s (2020) Entrepreneurship Education Scale 

of Chinese College Students, entrepreneurship education 

was measured from two aspects: implementation subject 

(colleges) and object (students), and it contained seven 

statements (e.g., “the school has a good atmosphere of 

innovation and the school’s entrepreneurship education 

increases my interest in entrepreneurship”). Each item 

is rated on a five-point scale (1 = strongly disagree, 5 = 

strongly agree). In this study, the Cronbach’s alpha 

coefficient was 0.946. 

3.2.2. Entrepreneurial Spirit 

Entrepreneurial spirit was evaluated using the 

Entrepreneurial Spirit Scale compiled by Wang et al. 

(2009). It was divided into adventure spirit, innovation 

spirit, and advanced action. This scale contained eight 

expressions, such as “dare to do” (adventure spirit), 

“take the initiative to adopt new technologies and new 

methods” (innovation spirit), and “the ability to find 

market opportunities” (advanced action), and each was 

rated on a five-point scale (1 = strongly disagree, 5 = 

strongly agree). The Cronbach’s alpha coefficient was 

0.940. 
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3.2.3. Perceived Behavior Control 

Perceived behavior control was evaluated using the 

Perceived Behavior Control Scale developed by Liñán et 

al. (2009). It is a single dimension scale containing six 

statements (e.g., “If I try to start a company, I may be 

successful”), and each is rated on a five-point scale (1 = 

strongly disagree, 5 = strongly agree). The Cronbach’s 

alpha coefficient was 0.929 in the present study. 

3.2.4. Entrepreneurial Intention 

The entrepreneurial intention was evaluated using a 

scale of Entrepreneurial Intention, which was adapted 

from Liñán et al. (2009). According to the pre-test, the 

original scale was appropriately localized and one item 

was deleted. After revision, it was still a single-

dimension scale with five statements (e.g., “I’ve done 

serious thinking about starting a company”). The 

Cronbach’s alpha coefficient was 0.921. The fit index of 

the confirmatory factor analysis of the modified scale (χ2 

= 759, df = 5, SRMR = 0.019, RMSEA = 0.128, CFI = 

0.977, TLI = 0.955) showed that the construct validity 

was acceptable. 

3.2.5. Control Variables 

According to existing research, an individual’s 

gender, major, grade, educational background, 

entrepreneurial experience and that of relatives or 
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friends were related to entrepreneurial intentions 

(Baluku et al., 2020; L. Duan, 2022; Wu et al., 2022; Xu 

& Du, 2012; Yang, 2013; Zhuo, 2016). Therefore, we set 

these variables as controls in the statistical analyses to 

test the unique role of entrepreneurship education. 

3.3. Data Analysis 

This study used Mplus 7.0, SPSS 25.0, and SPSS 

PROCESS macro (Hayes, 2013) to analyze the data and 

test the model. Mplus 7.0 was mainly used for 

confirmatory factor analysis; SPSS25.0 for descriptive 

statistics, correlation analysis, one-way ANOVA, and t-

test analysis; and SPSS PROCESS macro for chain-

mediating effect tests. 

4. Results 

4.1. Confirmatory Factor Analysis 

Since the data of the four variables were all from 

college students (the same data source), we conducted a 

confirmatory factor analysis through Mplus 7.0 to 

examine the discriminant validity before testing the 

hypotheses. The results are shown in Table 1. Compared 

with other competition models, the four-factor model 

has the best goodness-of-fit, and all indicators were 

within the ideal range (χ2 = 13,343, df =293, RMSEA = 

0.07, CFI = 0.94, TLI = 0.93, SRMR = 0.03), indicating 

that the four variables had good discriminant validity. 
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Table 1: Confirmatory factor analysis results (n = 9235). 

Model χ2 df  Δχ2 Δdf CFI TLI RMSEA SRMR 

Four-factor 
model (EE; 
ES; PBC; EI) 

13,343 293    0.94 0.93 0.07 0.03 

Three-factor 
model (EE + 
ES; PBC; EI) 

34,699 296  21,356 3 0.84 0.83 0.11 0.06 

Two-factor 
model (EE + 
ES; PBC+EI) 

39,776 298  5077 2 0.82 0.8 0.12 0.07 

Single factor 
model (IEE 
+ ES + PBC 

+ EI) 

90,050 299  50274 1 0.59 0.55 0.18 0.14 

Note. EE, entrepreneurship education; ES, entrepreneurial 

spirit; PBC, perceived behavior control; EI, entrepreneurial 

intention. 

4.2. Descriptive Statistics 

An independent sample t-test was used to investigate 

the differences in entrepreneurial intentions among 

male and female college students, with or without 

entrepreneurial experience either personal or from 

relatives or friends. The results are shown in Table 2. 

First, the entrepreneurial intentions of male and female 

college students were significantly different (t = 5.08, p 

< 0.001), and the intentions of male students (M = 3.12) 

were significantly higher than that of the females (M = 

3.02). Second, the entrepreneurial intentions of college 
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students with or without personal entrepreneurial 

experience were significantly different (t = 3.51, p < 

0.001), and the intentions of college students with 

entrepreneurial experience (M = 3.16) were significantly 

higher than for those without (M = 3.05). Third, the 

intentions of college students with or without relatives’ 

or friends’ entrepreneurial experience were significantly 

different (t = 4.87, p < 0.001), and the intentions of 

college students who had relatives or friends with 

entrepreneurial experience (M = 3.10) were significantly 

higher (M = 3.01). 

One-way ANOVA was used to investigate differences 

in entrepreneurial intentions among college students of 

different educational backgrounds, majors, and years. 

The results showed significant differences among college 

students with different backgrounds (F = 4.90, p < 

0.05). Vocational college students had the highest 

entrepreneurial intentions (M = 3.11), followed by 

undergraduate students (M = 3.06), masters students (M 

= 3.01), and doctoral students and above (M = 2.92). 

There was no significant difference among majors (F = 

1.34, p > 0.05). There was a significant difference among 

students of different years (F = 5.00, p < 0.05): 

sophomores had the lowest entrepreneurial intention (M 

= 3.01), and there was no significant difference among 

the other three. 
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Table 2: Statistics of sample characteristics of the 

categorical variable. 

Demographic Variables 
Entrepreneurial Intentions 

M ± SD t/F P Post Hoc 

Gender 
Male 3.12 ± 0.90 

5.08 0.00 1 > 2 
Female 3.02 ± 0.89 

EB 

Vocational 
college 

3.11 ± 0.91 

4.90 0.00 1 > 2 > 3 > 4 Undergraduate 3.06 ± 0.89 

Master 3.01 ± 0.87 

Doctor 2.92 ± 0.94 

Major 

S and E 3.07 ± 0.90 

1.34 0.24 - 

Medicine 3.00 ± 0.90 

L and H 3.04 ± 0.89 

E and M 3.07 ± 0.86 

Art 3.04 ± 0.88 

A and F 3.07 ± 0.93 

Grade 

Freshmen 3.07 ± 0.89 

5.00 0.00 1,3,4 > 2 

Sophomore 3.01 ± 0.89 

Junior (Grade 
3) 

3.09 ± 0.89 

Senior (Grade 
4) 

3.09 ± 0.91 

PEE 
Yes 3.16 ± 0.91 

3.51 0.00 1 > 2 
No 3.05 ± 0.89 

RFEE 
Yes 3.10 ± 0.88 

4.87 0.00 1 > 2 
No 3.01 ± 0.90 

Note. S and E, Science and Engineering; L and H, Literature 

and history; E and M, Economy and management; A and F, 

Agriculture and Forestry; EB, education background; PEE, 

personal entrepreneurial experience; RFEE, relatives’ or 

friends’ entrepreneurial experience. 
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4.3. Correlation Analysis 

The means, standard deviations and correlations of 

the variables involved in this study are shown in Table 3. 

Entrepreneurship education correlated positively with 

entrepreneurial intention (r = 0.36, p < 0.01); 

entrepreneurship education correlated positively with 

entrepreneurial spirit (r = 0.70, p < 0.01); 

entrepreneurial spirit correlated positively with 

entrepreneurial intention (r = 0.48, p < 0.01); 

entrepreneurship education correlated positively with 

perceived behavior control (r = 0.44, p < 0.01); 

perceived behavior control correlated positively with 

entrepreneurial intention (r = 0.81, p < 0.01); and 

entrepreneurial spirit correlated positively with 

perceived behavior control (r = 0.55, p < 0.01). All of the 

variables were correlated significantly with each other. 

The results are consistent with the proposed hypotheses, 

which provides possibilities for further verifications of 

the hypotheses. 

 

 



STRATEGIC OVERVIEW OF SOCIO-ECONOMIC EVENTS 

 

20 

Table 3: Means, standard deviations and correlations coefficient of variables (n = 9235). 

Variables M SD 1 2 3 4 5 6 7 8 9 10 

1. 
Gender 

1.67 0.47 1          

2. EB 2.05 0.64 0.062 ** 1         

3. Major 3.25 1.84 0.26 ** −0.15 ** 1        

4. Grade 2.37 0.90 −0.01 −0.18 ** 0.22 ** 1       

5. PEE 1.92 0.28 0.09 ** 0.01 0.02 0.00 1      

6. RFEE 1.48 0.50 0.02 −0.02 −0.02 −0.01 0.22 ** 1     

7. EE 3.61 0.79 0.01 0.03 * 0.02 0.03 ** 0.00 −0.02 1    

8. ES 3.70 0.71 −0.16 0.03 ** 0.00 0.03 ** −0.03 ** −0.04 ** 0.70 ** 1   

9. PBC 3.12 0.78 −0.05 ** −0.01 0.00 0.02 * −0.03 ** −0.05 ** 0.44 ** 0.55 ** 1  

10. EI 3.06 0.89 −0.05 ** −0.04 ** 0.00 0.02 −0.04 ** −0.05 ** 0.36 ** 0.48 ** 0.81 ** 1 

Notes: ** p < 0.01, * p < 0.05; EB, education background; PEE, personal entrepreneurial 

experience; RFEE, relatives’ or friends’ entrepreneurial experience; EE means entrepreneurship 

education; ES means entrepreneurial spirit; PBC means perceived behavior control; EI means 

entrepreneurial intention. 

 



STRATEGIC OVERVIEW OF SOCIO-ECONOMIC EVENTS 

 

21 

4.4. Hypotheses Testing 

SPSS PROCESS macro (model 6) written by Hayes 

(2013) was applied to test the direct and indirect effects 

in the model for the control variables of gender, 

educational background, major, year, and 

entrepreneurial experience both personal and of 

relatives or friends. The results are shown in Table 4. 

Table 4: Bootstrapping test for direct and mediating 

effects. 

 Effect Path 
Boot 

Effect 
SE 

95%CI 

LLCI ULCI 

Direct 
effect 

EE→EI 
−0.029 

*** 
0.010 −0.048 −0.011 

EE→ES 
0.620 

*** 
0.007 0.607 0.633 

ES→EI 
0.076 

*** 
0.012 0.053 0.099 

EE→PBC 0.112 *** 0.012 0.088 0.137 

PBC→EI 
0.854 

*** 
0.008 0.838 0.870 

 ES→PBC 
0.555 

*** 
0.014 0.528 0.582 

Mediating 
effect 

EE→ES→EI 0.047 0.08 0.031 0.063 

EE→PBC→EI 0.096 0.012 0.072 0.120 

EE→ES→PBC→EI 0.293 0.010 0.274 0.313 

Total 
effect 

Direct effect + 
Mediating effect 

0.407 

Note(s). ***p < 0.001, bootstrapping random sampling 5000 

times. SE = standard error; LLCI = lower limit of the 
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confidence interval; and ULCI = upper limit of the confidence 

interval. EE means entrepreneurship education; ES means 

entrepreneurial spirit; PBC means perceived behavioral 

control; EI means entrepreneurial intention. 

4.4.1. Direct Effect Testing 

The regression results showed that entrepreneurship 

education correlated negatively with entrepreneurial 

intentions after controlling the control variables (β = 

−0.029; t = −3.05; p < 0.01; 95% CI = [−0.048, 

−0.011]). Therefore, this finding contradicts the original 

hypothesis, so hypothesis 1 is not supported. 

4.4.2. Indirect Effect Testing 

Entrepreneurship education influenced 

entrepreneurial spirit positively (β = 0.620; p < 0.001), 

so hypothesis 2 was supported, and entrepreneurial 

spirit influenced entrepreneurial intention (β = 0.076; p 

< 0.001), so hypothesis 3 was supported. The mediating 

effect value (ind1) of entrepreneurial spirit among 

entrepreneurship education and entrepreneurial 

intention was 0.047, and the 95% confidence interval of 

Bootstrap 5000 was [0.031, 0.063], which excluded 0, 

indicating that the mediating effect of entrepreneurial 

spirit between entrepreneurship education and 

entrepreneurial intention was significant, so hypothesis 

4 was supported. 

Entrepreneurship education also influenced 

perceived behavior control (β = 0.112; p < 0.001), so 
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hypothesis 5 was supported, and perceived behavior 

control influenced entrepreneurial intention (β = 0.854; 

p < 0.001), so hypothesis 6 was supported. The 

mediating effect (ind2) of perceived behavior control 

among entrepreneurship education and entrepreneurial 

intention was 0.096, and the 95 % confidence interval of 

Bootstrap 5000 was [0.072, 0.120], which excluded 0, 

indicating that the mediating effect of perceived 

behavior control between entrepreneurship education 

and entrepreneurial intention was significant, so 

hypothesis 7 was supported. 

Entrepreneurial spirit positively influenced 

perceived behavior control (β = 0.555; p < 0.001), so 

hypothesis 8 was supported. The chain mediating effect 

value (ind) of entrepreneurial spirit and perceived 

behavior control between entrepreneurship education 

and entrepreneurial intention was 0.293, and the 95% 

confidence interval of Bootstrap 5000 was [0.274, 

0.313], which excluded 0, indicating that the chain 

mediating effect of entrepreneurial spirit and perceived 

behavior control between entrepreneurship education 

and entrepreneurial intention was significant, so 

hypothesis 9 was supported. 

In addition, the regression results showed that the 

mediating effect of perceived behavior control was 

greater than that of entrepreneurial spirit (ind1–ind2 = 

−0.055; 95% CI = [−0.088, −0.021], and the effect of the 

chain mediation was greater than that of perceived 



STRATEGIC OVERVIEW OF SOCIO-ECONOMIC EVENTS 

 

24 

behavior control (ind2– ind3 = −0.222; 95% CI = 

[−0.264, −0.178], that is, the chain mediating effect of 

entrepreneurial spirit and perceived behavior control 

between entrepreneurship education and 

entrepreneurial intention was the strongest. 

5. Conclusions and Discussion 

5.1. Demographic Differences in 

Entrepreneurial Intentions 

This study investigated whether and how 

entrepreneurship education was associated with 

entrepreneurial intention. Tests of chain mediator 

models showed that it had a negative direct effect, but 

produced positive mediating effects through 

entrepreneurial spirit, and perceived behavior control, 

alone or together. By clarifying this development, the 

study provided evidence that will improve education 

reforms and provide an ongoing debate about 

entrepreneurship education research. 

The study showed that entrepreneurial intention 

among Chinese college students was relatively high (M = 

3.06, SD = 0.89). This may have been because of the 

booming development of new business forms, such as 

live streaming, short videos, knowledge sharing, and 

“Internet+”, which has lowered the threshold of starting 

a business and simplified procedures for starting a 

business. 
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However, in the ensuing conversation, we found that 

most of the respondents said they would not undertake 

entrepreneurial actions blindly. College students have 

become increasingly aware that entrepreneurship is a 

high-risk venture after taking part in school-related 

entrepreneurship courses, practices, and competitions. 

They reckoned that it was difficult not to start a new 

business but to survive. Caution was an important factor 

behind the steady decline in student rates of 

entrepreneurship. However, this temporary decline did 

not mean that they would not start a business later on; 

in fact, such students had a higher probability of starting 

a business after graduation(Zhu & Zhang, 2014). 

In addition, there were differences in the 

entrepreneurial intentions of college students by gender, 

major and entrepreneurial experience. The overall 

entrepreneurial intentions of male students were 

significantly higher than for females, which was 

consistent with the previous conclusions (Li et al., 2011). 

In contrast, however, there was no significant difference 

regarding majors. One reason might have been that the 

combined influence of COVID-19 and new forms of 

business, transferred more entrepreneurial activities 

online, so there was no significant difference among 

majors concerning knowledge payment and live 

streaming. 

The entrepreneurial intentions of college students 

with personal experience were higher, perhaps because 
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they accumulated experience (Z. X. Huang & Huang, 

2019). Those whose relatives or friends had experience 

also had higher intentions, which was consistent with 

previous studies (Hallam & Zanella, 2017). The model 

effect of relatives or friends who take entrepreneurship 

can change the student’s understanding of 

entrepreneurship. 

5.2. The Direct Effect of Entrepreneurship 

Education on Entrepreneurial Intention 

Contrary to the conclusions of many studies at home 

and abroad, this study showed that the direct effect of 

entrepreneurship education on entrepreneurial intention 

was negative and, significantly, that it inhibited their 

entrepreneurial intentions. According to the interviews, 

there were two possible reasons: First, entrepreneurship 

education makes students more able to evaluate an 

entrepreneurship opportunity more objectively, thereby 

avoiding the impulse of starting a business blindly; 

second, most colleges and universities carry out “broad 

spectrum” entrepreneurship education, but the unified 

teaching content and methods ignore the personal needs 

of students. For example, new business establishment 

processes, tax declaration, and subjects are difficult for 

students without entrepreneurial awareness or 

preparation, so these courses not only do not improve 

their intentions but may also make them nervous about 

entrepreneurship. 

javascript:;
javascript:;
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5.3. The Mediating Effects of Entrepreneurial 

Spirit and Perceived Behavior Control 

The results showed that entrepreneurial spirit and 

perceived behavior control, alone or together, were all 

significant mediators between entrepreneurial education 

and intention. Since entrepreneurship education 

negatively influenced entrepreneurial intention, the 

above three mediation paths were all complete 

mediating effects. Although the associations were 

significant in the three paths, the coefficient for the 

combination mediation was the largest, followed by 

perceived behavior control, and entrepreneurial spirit. It 

seemed that, compared with entrepreneurship 

education, entrepreneurial spirit and perceived behavior 

control were the proximal factors for entrepreneurial 

intention. As an intrinsic quality of student 

entrepreneurship (Zhong & Peng, 2009), the cultivation 

of entrepreneurial spirit cannot be accomplished 

overnight, it is necessary to establish gradual 

entrepreneurial education (H. Q. Duan & Lu, 2017) to 

integrate entrepreneurial spirit into the national 

education system. 

As pointed out in the theory of planned behavior, 

perceived behavior control predicts not only the 

formation of intention but also its expression (Zhang, et 

al., 2018b). College students can improve their perceived 
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and behavioral control of entrepreneurship by improving 

their entrepreneurial ability and studying role models. 

Although entrepreneurship education inhibits 

intention, the positive facilitating effect and inhibiting 

effect offset each other, which provides a new idea for 

the reform of innovation and entrepreneurship 

education in Chinese colleges. 

6. Implications 

The results of this study showed that 

entrepreneurship education has both a negative 

inhibiting effect and a positive facilitating effect on the 

entrepreneurial intentions of Chinese college students. 

Therefore, minimizing the negative and strengthening 

the positive effects will improve students’ 

entrepreneurial intentions. 

6.1. Deepening the Reform of 

Entrepreneurship Education to Avoid 

Inhibiting Effect 

Because of individual differences among students, a 

one-size-fits-all education will not achieve ideal results. 

Making full use of big data to understand and classify 

these different needs is more likely to optimize teaching 

effectiveness (Qie & Sun, 2018). First, for students who 

have no pre-entrepreneurial intentions or have never 

come into contact with entrepreneurship, colleges can 

javascript:;
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carry out general entrepreneurship education, focusing 

on cultivating an innovative spirit, creative thinking and 

independent work consciousness, so that students can 

objectively evaluate the possibility of successful 

entrepreneurship. They may end up starting a business 

or abandon their entrepreneurial intentions. Second, for 

business majors, or other students with pre-

entrepreneurial intentions, the focus should be on 

entrepreneurial practice and combat drills. Colleges can 

implement professional entrepreneurship courses, such 

as creating of new enterprises through business 

incubators, so that students can acquire the necessary 

practical skills to start a new business. Third, for those 

who have created enterprises, colleges can provide 

special assistance, to help start-ups by teaching 

enterprise management and supporting applications for 

entrepreneurial subsidies, which will reduce operating 

pressure and increase the probability of survival. 

6.2. Cultivating Positive Entrepreneurial 

Literacy and Strengthening the Facilitating 

Effect of Entrepreneurship Education 

The study showed that the facilitating effect of 

entrepreneurship education on entrepreneurial intention 

is mainly realized by perceived behavior control, 

entrepreneurial spirit, and their chain mediating effect. 

Therefore, cultivating these positive entrepreneurial 

qualities to strengthen the facilitating effect of 
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entrepreneurship education is necessary. Perceived 

behavior control emphasizes not only a subjective 

assessment of success but also a perception of 

controllability (Locke, 1987). Previous studies found that 

the main factors affecting perceived behavior control are 

human and social capital and entrepreneurial self-

efficacy (Wang, J. et al., 2020). College students can 

improve their entrepreneurial human capital by 

acquiring knowledge and practical experience and 

improving entrepreneurial skills; Social capital can be 

accumulated through schools, family, and other 

networks; entrepreneurial self-efficacy can be improved 

by exchanges with successful people and encouragement 

and support from others. 

The entrepreneurial spirit is a core element of 

establishing and developing enterprises (Dong, et al., 

2016). It is not achieved suddenly; hence, Europe, the 

United States, and Asian countries recently incorporated 

the cultivation of entrepreneurial spirit into their 

national education system––from primary and secondary 

schools to universities, graduate schools, and other 

educational institutions (Nowinski et al., 2017; Tong, 

2012). At present, China lacks entrepreneurship 

education at the elementary level (Xu, et al., 2017), so 

integrating entrepreneurship into the national education 

system and entrepreneurial spirit into the curriculum 

should become an important direction for China to 

promote the reform of entrepreneurship education. 
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7. Limitations and Future Directions 

First, because this was a cross-sectional study, 

follow-up investigations at multiple time points should 

be carried out to make the conclusions more reliable. 

Second, this study found that entrepreneurship 

education positively promotes the entrepreneurial 

intentions of college students through mediating 

variables, but it only examined the intermediary roles of 

entrepreneurial spirit and perceived behavior control. 

Whether other intermediary variables play a similar role 

remains to be explored. Third, entrepreneurship 

education has a double-edged effect on entrepreneurial 

intention. The factors that led to the passive inhibiting 

effect and positive facilitating effect remain to be 

explored. 
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CHAPTER 2 

THE COSTS OF BORROWING 

INSTEAD OF TAX REVENUE 

COLLECTION IN TURKISH ECONOMY 

Emine Turkan Ayvaz Guven,1 Deniz Zungun2 

Introduction 

Today, government borrowing is seen as a normal 

situation. Because day by day, states are increasing their 

expenditures according to their increasing needs. These 

expenditures, which are made according to the 

increasing needs, are obtained by the states; taxes, 

duties, goodwill, fees, parafiscal revenues, property and 

enterprise revenues, and public revenues such as fines 

and tax penalties (Eker; 1997: 225). However, in 

addition to increasing spending, states may sometimes 

have to spend enormously. It is at such times that states 

go on a borrowing journey. In addition, states may 

resort to borrowing in order to create some effects on 

the economy. As a result, states can borrow money to 

individuals or organizations within their political 
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boundaries both for the purpose of obtaining financing if 

the expenditures incurred exceed their revenues or for 

economic purposes (Erdem; 1996: 41). It is likely that 

individuals or entities that have lending disbursable 

savings will also lend these funds to the state that really 

needs them, provide income to the state, and support the 

borrowing of the state, in exchange for giving up their 

savings. However, the borrowing income of the state is 

still a temporary income, and the state will pay back the 

principal when the interest is due until it is due 

(Bulutoğlu; 1989: 522). In this way, borrowing is 

beneficial by allowing the state to throw back tax 

collection for a while. In fact, borrowing is both a means 

of increasing the total savings in the economy and 

transferring the savings that do not go to investments in 

the economy to investments (Turk; 1998: 292). In this 

context, those who receive credit securities in exchange 

for the money they lend to the state will not become 

poorer unlike taxation, but will only replace some cash 

with government bonds in the composition of their 

assets. Thus, by lending to the state, they will have made 

an interest-bearing investment as if they had lent to the 

private person. Therefore, the person who lends money 

to the state cannot be expected to cut spending. If the 

saver had lent or invested in someone else instead of the 

state, the spending would have occurred again. So, these 

expenditures will now be replaced by public spending. 
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1. Types of Government Debt 

Government debts can be classified in terms of 

different positions. In this study; resources, maturities 

and voluntary/compulsory. 

1.1. Government Debt by Source 

The debts obtained from the resources of the state 

are divided into two sub-parts as "internal debt" and 

"external debt", according to whether they are obtained 

from the domestic market or from foreign markets 

(Bulutoglu; 1989: 525).         

a. Internal Debts: It is the borrowing of the state 

from citizens and/or institutions living within the 

borders of the country in the form of national 

currency. This type of borrowing has a quality 

that enables the transition of purchasing power 

from the private sector to the public sector. The 

fact that debt is domestic debt stems from its 

effect on the economy and national income. 

Because in domestic borrowing, the creditor and 

the debtor are in the same economy. For this 

reason, domestic debts do not constitute a 

decrease or increase in Gross National Product 

(GNP). 

b. External Debts: It is the borrowing of the state in 

foreign currency from sources in foreign 

countries. In addition to closing the temporary 
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deficits of the treasury, foreign borrowing also 

temporarily closes the foreign trade deficits. It 

closes foreign trade deficits "temporarily" because 

the interest on the debt is paid until maturity and 

the principal is paid in foreign currency when it is 

due. In other words, during the payment of 

interest and principal of the debt, internal 

resources will be transferred free of charge to the 

foreign countries from which the debt is received. 

Just as there is a deficit in the foreign trade 

balance when borrowing, a foreign trade surplus 

should be given when paying the interest and 

principal of the debt. Because external debts can 

only be paid by exports exceeding imports. 

States, if external sources have attractive proposals 

such as interest, maturity and grace period, they will 

prefer external debt to internal debt. However, the main 

reason why developing countries prefer external debt to 

domestic debt today is that there is not enough volume 

of savings in the country to make an industrialization 

breakthrough. 

1.2. Government Debts by Maturity 

Government debts will be examined in two parts as 

short and long-medium term according to their maturity. 

Short-term debts are debts that must be paid within 1 

year, medium-term debts must be paid between 1 and 5 

years, and long-term debts must be paid over a period of 
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more than 5 years (Ozer; 1986: 141). However, in this 

study, we consider medium and long-term debts together 

when examining government debts according to their 

maturities. 

a. Short-Term Liabilities: Debts that are fed by the 

money market. They arise depending on the 

budget implementation of the state. While the 

state is supposed to make expenses in some 

months of the fiscal year, it may not have 

collected enough taxes at the time. In such cases, 

in order not to stop the activities, the state issues 

treasury bills with a maximum maturity of 1 year. 

At the end of the fiscal year, debts are paid to 

savers if budget equivalence is achieved; If there 

is a deficit in the budget, it may not be paid, 

which leads to inflationary pressures. 

b. Long and Medium Term Liabilities: Debts that are 

fed by the capital market. They emerge in order to 

eliminate the inadequacy of the budget in terms of 

revenue and to transfer it to future periods. The 

general opinion is that long- and medium-term 

borrowings should be used for additions to the 

capital stock of the state. The reason for this is the 

idea that the increase in national income that 

public investments will bring will also create the 

tax capacity to be used to pay off debt revenues. 

Finally, the revenue that long- and medium-term 

debts provide to the budget is "temporary" as it is 
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in the short term. Because the interest on the debt 

will be repaid until it is due, and the principal will 

be repaid when it is due. 

1.3. Government Debts by Their 

Willing/Necessity 

Voluntary borrowing; is the voluntary lending of the 

lending funds accumulated by savers to the state. In fact, 

the voluntary lending of individuals to the state is the 

basic principle of government debt. However, in order 

for voluntary debts to occur, savers must find interest 

advantageous. 

Compulsory borrowing; is the state's forcible sale of 

treasury bonds to individuals, as in taxation. The 

purpose of compulsory borrowing is the forcible transfer 

of personal and corporate savings to the public sector. 

For example; Savings bonds applied in our country in 

1961 are within the scope of compulsory borrowing. 

In terms of personal savings; It aims to borrow 

savings on a certain basis and rate, as in state tax laws. 

Thus, people will lend a part of their income or wealth to 

the state with certain legal sanctions. But the important 

thing here is that the source of debt is personal savings. 

If it is a question of lending to the state by cutting 

consumption, the compulsory debts will be no different 

from the tax. 
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In terms of corporate savings; A certain part of the 

funds accumulated in savings institutions such as social 

security institutions and banks has been made 

compulsory by many states to public debt securities. In 

this way, the states aim to supervise the use of the funds 

accumulated in the aforementioned institutions and to 

protect the shareholders and depositors with small 

savings and participation shares in these institutions". 

States are regulated in relation to salaries, wages 

and rents; investments, vestings and debts have 

irregular expenditures related to principal and interest 

payments. In addition, although the state collects during 

the fiscal year; taxes on general and private 

expenditures provide regular income to the state, while 

income and corporate income tax revenues are not; 

because these taxes are subject to annual declaration 

and taxes are collected in certain installments during the 

fiscal year. In the case of customs duties, although the 

collection of taxes increases in the months when imports 

are concentrated, it may remain below the annual 

average in other months. For these reasons, states are 

trying to eliminate the income-expenditure imbalance 

encountered in the implementation of the budget by 

borrowing short-term and issuing treasury bonds 

(Batırel; 1990: 191). 
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2. Functional Structure of the Central Bank 

and the Treasury  

The Treasury and Central Bank institutions have a 

special importance in the economy due to their relations 

observed in public borrowing especially in recent years. 

Below is the historical development and institutional 

structure of both institutions, in particular; The 

functions that the Treasury has performed since its 

establishment and the monetary policy instruments of 

the Central Bank will be examined within the scope of 

the possibilities. 

2.1. Functional Instruments of the Central 

Bank 

The instruments of monetary policy, which are 

defined as all the monetary measures taken to achieve 

economic objectives, consist of nine items. In turn, what 

these items are and how they are used in our country will 

be examined. 

2.1.1. Mandatory Reserve Ratio 

The rate at which commercial banks are obliged to 

hold against all their deposits other than interbank 

deposits and which is determined by law is called the 

mandatory reserve ratio (Keyder; 1996: 47). 

With the Central Bank Law No. 1211 dated January 

26, 1970, the Central Bank had the authority to 
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determine the reserve requirement ratio, but started to 

use this authority as of 22.11.1972. Until the second half 

of the 1980s, the reserve requirement ratio was the most 

and most effectively used tool in Turkey compared to 

other monetary policy instruments. However, this ratio 

was different from what actually took place, including 

the periods in which it was used effectively, and 

therefore could not be used directly in the calculation of 

the money multiplier. For this reason, "actual" rates 

were preferred in later calculations. 

2.1.2. Disponibility Rate 

In accordance with Articles 40, 41 and 42 of the 

Central Bank Law No. 1211, depositor banks are obliged 

to hold disponibl values against their commitments. 

Since disponibility means a saleable asset, banks are 

obliged to hold cash or easily redeemable values. The 

disponibility rate is determined as the ratio of 

commitments to disponibl values In Turkey, disponibility 

was made mandatory in 1959. While initially the 

commitments covered only short-term obligations other 

than the Central Bank, consisting of current deposits, 

payment orders, taxes and fees payable; With the 

decision of the Council of Ministers in 1978, this scope 

was expanded to "total TL deposits in domestic banks, 

excluding interbank deposits. With a communiqué 

published in 1986, disponibl values were divided into 

first and second degree. Accordingly, while the scope of 
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first-degree values includes the safe deposit of banks 

and free deposits arrested in the central bank; Within 

the scope of the second degree values, there is a 

difference between the unturnover values of the State 

and Debt Securities (DIPS) written to the name and 

bearer in the securities wallet and which are at most 

three years away from expiring and the debt balance on 

the same day with 80% of the amount of the promissory 

note rediscounted by the Central Bank on the day the 

commitments are calculated (Erol; 2002: 35). 

2.1.3. Open Market Operations 

Open Market operations are when the Central Bank 

buys or sells existing stocks or bonds from the market 

when it deems it necessary in order to regulate the 

money supply and the liquidity of the economy (Gursoy; 

1997: 482-483). In these transactions, money supply and 

demand are kept at certain levels by using the price 

mechanism. While the Central Bank conducts open 

market transactions as a monetary policy tool, it buys 

stocks or bonds from the market when it wants to 

increase the money supply in the market; when it wants 

to reduce the money supply, it sells stocks or bonds to 

the market. Thus, while putting money on the market in 

the first transaction, it withdraws money from the 

market in the second transaction and regulates the 

money supply in this way. The interest rates applied 

during the execution of these purchases and sales are 
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determined by the tender rates of the State and Debt 

Securities (DIPS), which maturity is intended to be 

encouraged, interbank rates and movements in the 

foreign exchange market, and generally these rates are 

5-6 points lower than the interest rates on transactions 

of comparable maturity in the interbank market. 

2.1.4. Rediscount Rate 

Rediscount is literally the re-discounting of a stock 

that has been discounted by the banks by the Central 

Bank. Accordingly, the interest that the Central Bank 

applies to banks in these transactions is called 

rediscount oram. "Rediscount policy allows the Central 

Bank to have three influences on the market" (Keyder; 

1996: 71): 

"It can accept or refuse to lend. Determine the 

rediscount rate to be applied on loans. By determining 

the type of Acceptable Securities, it can affect the 

distribution of credit between sectors of banks. 

While the Central Bank tries to stimulate the 

economy by reducing rediscount rates during periods of 

deflation and increasing the amount of money in the 

market; In periods of inflation, the rediscount rate will 

also try to raise the nominal income that grows 

compared to real income. However, in periods of very 

severe inflation, the rediscount policy may not be 

implemented because entrepreneurs do not reduce their 

demands with the belief that they can meet the loans 
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they receive at high interest rates with continuous price 

increases and make a profit. 

Central Bank of the Republic of Turkey 2. After 

World War II, it became an important source of 

financing in development with medium and long-term 

loans through rediscounting. However, with a German 

decision in 1989, it was decided to end the medium and 

long-term credit application and to apply the rediscount 

instrument only for the opening of short-term loans for 

the execution of monetary policy. 

2.1.5. Deposit Interest Rate 

Interest rates in Turkey were determined by "law" 

between 1933 and 1960, the authority to determine the 

rates between 1960 and 1970 was given to the Bank 

Loans Adjustment Committee by decree, and after 1970, 

this authority was taken over by the Central Bank of the 

Republic of Turkey. Until July 1, 1980, a policy of cheap 

money, that is, guided interest rates, was pursued in 

order to provide cheap credit to the industry in Turkey, 

and therefore the deposit interest rates of banks were 

left behind compared to the market. In fact, this wrong 

policy of the Central Bank has led to the increase of 

bankers who give higher interest rates, the shift of bank 

deposits to bankers and the weakening of the Central 

Bank. Since then, the free interest rate policy has been 

accepted and implemented in Turkey. However, time has 

shown that the free interest rate policy implemented 
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since this date has sometimes moved away from 

liberalization. 

2.1.6. Persuasion 

In the implementation of this monetary policy 

instrument, which has a qualitative method, the Central 

Bank makes recommendations to increase or reduce 

loans by transferring conditions and justifications to 

banks (Keyder; 1996: 80). 

2.1.7. Import Guarantees 

With the Law on the Protection of the Value of the 

Turkish Currency dated 20.02.1930 and numbered 1567, 

all importers who want to obtain an import license are 

obliged to deposit a part of the TL equivalent of the 

goods they import into the Central Bank through 

commercial banks (Keyder; 1996: 81). Initially, when the 

guarantees were blocked at the Central Bank and the 

amount was frozen until payment was made in the 

relevant currency, the import guarantees regime had a 

narrowing effect by withdrawing money from the 

system. With the import regime implemented since 

January 4, 1969, a deposit was opened within the Central 

Bank with 25% of the import guarantees deposited, and 

the narrowing effect was partially eliminated. This 

deposit, which functions in the form of a private export 

fund, was used to meet export projects and projects to 

develop and support exports. 



STRATEGIC OVERVIEW OF SOCIO-ECONOMIC EVENTS 

 

58 

2.1.8. Selective Credit Check 

Selective credit policies carried out in line with the 

Development Plan in the country are implemented with 

three methods Tax exemptions and subsidies, Separation 

of interest, rediscount and compulsory reserve rates on a 

sector-by-sector basis, Authorization of special purpose 

institutions to use some funds (Eximbank was provided 

with Social Insurance funds from loan financing" 

(Keyder; 1996: 83). 

2.2. Functions of the Treasury in Turkey on 

Borrowing 

The Treasury performs its functions in borrowing 

using various debt instruments. The functions of the 

Treasury regarding borrowing are given below in line 

with the information on how debt instruments are used 

by the Treasury in our country. 

Central Bank Advances" are the most important debt 

instruments that the Treasury applies as a source of 

debt. In accordance with Law No. 1211, the Treasury may 

withdraw short-term advances from the Central Bank 

provided that it does not exceed 15% of the total of the 

current year's general budget appropriations (Tugen; 

1997: 171). However, if an additional budget is taken or 

an extraordinary appropriation is used, this rate may 

rise above 15%. 
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The Treasury does not only use advances from the 

Central Bank at the rate determined by law; In addition, 

based on the authority given by the Law No. 1211, it can 

also use an advance to correspond to the gold and 

foreign currencies in its hands when necessary. 

While the Treasury is performing its functions for 

borrowing, another debt instrument that it uses 

especially in the long term; It is a "Government Bond". 

The Treasury determines the borrowing conditions such 

as interest, maturity, etc. before performing the 

borrowing through government bonds. From the sale of 

these bonds, yields can be obtained from various 

institutions against commission, as well as they can be 

used as collateral in government tenders and contracts 

(Tugen; 1997: 173). These bonds, which can be converted 

into money when desired, can be issued in accordance 

with Article 3 of the budget law for years due to the fact 

that the budget deficit cannot be eliminated. 

The Treasury also carries out borrowing transactions 

from banks, firms, financial institutions and individuals 

with a maximum maturity of one year through the 

'Treasury Bonds' issued by the Budget Law. These bonds, 

which can be used as collateral in tenders and contracts, 

are issued without any quantity restrictions and offered 

for sale through tender. These bonds are also accepted 

by the Treasury at their nominal value in the payment of 

national real estate prices to be sold (Erdem & Senyuz & 

Tatlıoglu; 1998: 225).  
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In addition to the "Treasury Bonds", the Treasury 

performs the function of borrowing the "Contractor 

Bonds" and guarantee bonds issued with a maximum 

maturity of ten years in order to eliminate the monetary 

problems of the contractors who receive the major 

construction and public works of the state, which are 

issued with a maximum maturity of nine months in 

order to meet the needs of economic state enterprises 

and organizations with added budgets. Within the HKHB, 

public institutions and organizations whose borrowing 

process is stipulated by the budget laws(Erdem & Senyuz 

& Tatlıoglu; 1998: 225): 

- economic state enterprises,  

-organizations with added budget operating in the 

economic field can export. 

These bonds, which are discounted by the Central 

Bank if issued and provide an advance in return, were 

mostly used by the Soil Products Office and the Turkish 

Sugar Factories in Turkey. 

Contractor bonds; Although it is not much preferred, 

it was used for the first time during the construction of 

some buildings belonging to Istanbul University. These 

bonds, which have a longer maturity than the HKHB and 

have even been seen to be up to 10 years, have been part 

of the application to increase the amount of emissions 

since they are discounted by the Central Bank before the 

end of their maturity and advance is given in return. 
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Finally, the Treasury; Since it cannot pay for the 

goods or services it buys and uses during the budget 

period, it can also borrow through the "escrows" it 

holds. In other words, the money deposited in the 

Treasury by real or legal persons in the form of 

arbitration fees, expert fees or deposits is taken into 

escrow if it is not paid to the creditors we have listed 

due to the end of the financial year, and if these escrow 

monies are used by the Treasury, the Treasury is deemed 

to be indebted against the creditors in question. The 

Treasury holds its relics in the form of budget and 

ordinary trusts. 

3. Comparative Analysis of the Managery on 

Borrowing and Tax Revenues Collection in 

Turkey 

It is certain that the use of borrowing as a source of 

financing has led to various positive and/or negative 

effects on the economy. In particular, the effects on the 

economy of the states that need to know how to stand 

with tax revenues and the use of the Central Bank, which 

is one of the most important monetary institutions, as a 

source of borrowing are too many to be explained by a 

few articles. Because the extent to which the states that 

prefer to borrow at levels exceeding their tax revenues 

will be met with serious economic problems has been 

analyzed even better with this study. 
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Although the Central Bank does not have unlimited 

authority to print money; It fulfills this function in line 

with the needs of both the Undersecretariat of Treasury 

and the markets (Sadun; 1989: 103). Therefore, instead 

of trying to achieve the budget balance by calculating tax 

revenues, efforts to create the balance without 

attracting public reaction by borrowing internally; It 

also puts pressure on the money supply in the country as 

the Central Bank tries to meet the advances demanded 

by the Undersecretariat of the Treasury by printing 

money directly. However, if the resources obtained 

through borrowing could be met through taxation, the 

money supply would be kept at a certain level and the 

value of our money would be protected (Saraçoğlu; 1991: 

75-76). 

Graphic 1: The Effects of Borrowing Exceeding Tax 

Revenues On the Money Supply (2002-2021) 
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Source: www.tuik.gov.tr, www.tcmb.gov.tr 

As can be seen from the graph above, we observe 

that the public debt figures in our country have always 

maintained a significant difference between them and 

tax revenues until 2010, but since 2011, the tax revenues 

have increased the ratio of meeting the amount of 

domestic debt and have been at very close levels until 

2019. However, it is seen that the public debt burden has 

increased since 2019 and tax revenues have not 

increased sufficiently in the same period. It is possible 

to explain this situation not only by the increase in 

borrowing, but also by the decrease in tax revenues due 

to tax amnesties and reductions put forward especially 

in the last 5 years. Due to all these developments, the 

Central Bank, whose impulse to print money has 

increased, has increased the M1 money supply in order 

to meet this need and the amount of supply has started 

to peak in line with borrowing as seen in the graph. 

Because it is certain to what extent the measures to be 

taken to increase tax revenues or to continue them in the 

same course will cause a reaction among the people. 

However, the same reaction to borrowing does not 

manifest itself within the country. Because while the 

borrowing of the state indicates the following years; 

Considering that the tax to be collected from individuals 

directly affects the person's day, it is more clearly 

understood why the difference in the graph is on the 

way to increase so blatantly. 

http://www.tuik.gov.tr/
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Graphic 2: The Effects of Borrowing Exceeding Tax 

Revenues On Gross Domestic Product (2002-2021) 

 

Source: www.tuik.gov.tr, www.tcmb.gov.tr 

In addition, as a result of our research, as can be 

followed from the graph number 2, private consumption 

has increased throughout the country following the 

resources provided as a result of borrowing; however, it 

has been observed that consumption increases vary 

proportionally according to the use of this resource in 

the market by those at low or high income levels. First of 

all, the fact that the debtor during the domestic 

borrowing considered it certain that it would receive the 

receivable together with the interest caused them to 

increase their current consumption levels (Arsan; 1961: 

188). Likewise, it has been determined that the increase 

in the level of private consumption in the country may 

http://www.tuik.gov.tr/
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change direction and even country and / or continent 

according to the fact that the tax avoidance sector in the 

tax revenues is low or high income segment. 

Conclusion 

In our study, the institutional functions of the 

Undersecretariat of Treasury and the Central Bank, 

which are the two most important institutions of the 

state in Turkey in the last 20 years, on borrowing and 

income sources and the relations between the two 

institutions in these functions were examined. The main 

purpose of our study is determined as "to investigate 

whether the state can establish the income-expenditure 

balance with these institutions and whether it manages 

this process correctly on behalf of the citizens of the 

country". However, in line with the analysis and content 

of our study, tax revenues and public domestic debt 

figures were analyzed as variables in terms of treasury 

revenues and borrowing; The comparison of these 

variables and their effects on our economy through 

money supply and total consumption and inflation are 

emphasized. 

In fact, the state has resorted to borrowing for 

reasons such as meeting extraordinary expenses, closing 

past debts, implementing fiscal policy, realizing 

development or ensuring budget balance. According to 

state resources, maturities or voluntary/necessity, it has 

borrowed in various ways. State during borrowing; 
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individuals, private/financial institutions, commercial 

banks or the Central Bank as resources. 

For many years, the Central Bank has been seen as 

the easiest source of financing for borrowing in Turkey. 

One of the main reasons for the adoption of this view 

throughout the country is that the Central Bank has not 

been able to ensure its independence until today. In 

addition, the fact that the country is in a huge debt 

spiral, the governments that have come to power prefer 

to borrow more and the public reaction to borrowing 

plays an important role in this view. 

As a result of the policies carried out by the 

governments in office, the Undersecretariat of the 

Treasury has led to an increase in the debt burden of the 

state and to encounter a huge accumulation in the public 

debt stock today. However, there is now a public opinion 

throughout the country that excessive borrowing by the 

state will pose a danger for future periods. 

Taking everything into consideration, it is clearly 

seen that; although it is possible for governments to cut 

public expenditures at the initiative of state authorities 

and to a certain extent, although it is not a path they 

follow much; increasing public revenues is not easy. 

Because the most natural way to increase public 

revenues is to spread taxes to the base and to provide 

control by the state so that this income can be obtained 

regularly. However, if taxes are collected, no retro 

payment is made by the state and reduces the income of 
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individuals. In the case of borrowing, when it is due, the 

borrower takes back the principal together with the 

interest. Because of this difference between the two 

applications; While taxation can be met with reaction by 

the public, the same is not the case for borrowing. 

Therefore, going to the way of increasing public 

revenues by taxation is a situation that works against 

the governments, and it is for this reason that borrowing 

is preferred despite the fact that the results have been 

well known for years. However, given the length of 

existence of a state, it is clear that there is no difference 

between taxation and borrowing. The only point that is 

different is; taxation affects the "moment when it is 

applied" and borrowing affects the "future". However, 

the burden of borrowing always brings to the future; It 

should not be forgotten that taxation will be heavier 

than the burden it has created in that moment. 
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CHAPTER 3 

IMPACT OF RELIABLE MANAGERS' 

KNOWLEDGE OF SUSTAINABLE 

DEVELOPMENT FOR SUSTAINABLE 
ACTIVITIES IN MANUFACTURING 

ENTERPRISES 

Emese Tokarcikova,1 Maria Durisova,2 Patricia Janosova3 

Introduction 

Manufacturing enterprises are one of the economic 

entities that pollute the environment with their 

production activity. Recommendations to find 

environmental tools and transferring polluting 

industries are made to promote and realize the 

coordinated sustainable development (Lyu et al. 2022). 
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Despite the measurements, limits and often fines given 

by the government and authorities, they cause many 

negative externalities for their stakeholders. Apparently, 

with the defined technological processes manufacturing 

enterprise have a limitation in ensuring sustainable 

development, especially from the point of view of 

improving people's lives and protecting natural 

resources. The necessity of transition from the 

traditional, outdated approach of production and 

transition to new modern concepts requires a lot of 

effort from the management of manufacturing 

enterprises (Karagiannis et al., 2022). However, with a 

closer look at the management process of manufacturing 

enterprises and the identification of gaps, it is possible 

to achieve improvement even in manufacturing 

enterprises. 

Our contribution is organized as follows. First, we 

present a literature review on sustainability and 

environmental relations issues. The methodology 

presents the basic facts about our survey and our 

hypotheses. Further, we present the main results of our 

analyses and main empirical findings of the current 

situation in Slovak manufacturing companies, and 

finally, in the discussion part, we offer concluding 

remarks. 
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Theoretical background. 

In connection with sustainable direction, in the 

literature and practice, we come across two different 

terms - sustainability and sustainable development, 

which are often confused due to a lack of understanding 

of the difference between these terms. Sustainable 

development is "a targeted, complex, long-term and 

synergistic process. It affects the conditions and all 

components of life at all levels. It leads to a functional 

community model satisfying people's biological, 

material, spiritual and social needs while limiting or 

eliminating harmful, destructive interventions or 

threatening conditions and forms of life does not 

excessively burden the country, rationally uses and 

allocates resources, and protects natural and cultural 

heritage." (Blišťan, 2015) Sustainability describes a 

status, and it is much more concrete because it describes 

a situation where systems and conditions are balanced in 

such a way that they can exist in the long run. (Gibberd, 

2003). Corporate sustainability delimits the field of 

research that deals with the transfer of sustainable 

development to the enterprise level. It constitutes a 

decisive approach "to meet the current and future needs 

of all stakeholders" (Schrippe and Ribeiro, 2019; Ashrafi 

et al., 2018) through cleaner production and benefits for 

society in the form of economic development. According 

to Ghimisi, the enterprise must have clearly defined 

social, economic, and environmental goals, and 
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subsequently, managers should design and implement 

appropriate strategies to quickly adapt to the dynamic 

market environment. (Ghimisi, 2010). One problem in 

the current achievement of corporate goals is the 

existence of a compromise between economic growth 

and environmental pollution, which is also described by 

the Environmental Kuznets curve (Agarwal, 2022). 

Determining the enterprise's strategy requires 

management to consider the internal environment, its 

surroundings, opportunities, and threats that affect it, 

but mainly its capabilities and resources from the 

environment (Krause, 2019). The sustainability strategy 

is intended to serve as a supporting pillar for achieving 

stability in the economic environment with judicious use 

of natural resources concerning the quality of the 

environment. These initiatives should be a critical input 

for the enterprises' management, closely linked to the 

planning of the enterprises' activities. (Bokhara, et al. 

2019). Despite the efforts, implementing the sustainable 

development strategy is still insufficiently elaborated. 

Therefore, if we want to solve it practically, it requires 

the creation of instruments for measuring the state of 

sustainable development, which indicates a genuine 

improvement or deterioration of the situation over a 

certain period. In addition, the indicators should be 

comparable and holistically usable concerning the 

various areas of the triple bottom principle. In their 

study, Di Vaio and Varriale (2020) draw attention to the 
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fact that, although many manufacturing companies are 

committed to meeting the goals of sustainable 

development (AGENDA 2030), they still ignore recording 

efforts and changes in favour of sustainable 

development, which is mainly due to lack of instructions 

and frameworks as guidance for application in 

management. The authors, Khan et al., also contributed 

to the development of this field (Khan et al.2021) in 

their study, draw attention to the need to perceive 

sustainable development from a holistic point of view. In 

addition to the orientation towards the environment, it 

is necessary to mention the importance of business 

strategy and its impact on business performance. The 

company's strategy should result in a continuous flow of 

environmental corporate vision, mission, goals, plans 

and processes, the purpose of which is to minimize the 

negative impact (Zhao, et al., 2020). The enterprise's 

strategy should be in the context of the AGENDA 

program 2030 (UN General Assembly,2015) as well as 

managers' interest in expanding their knowledge in this 

area. 

Methodology 

In our contribution, we focus mainly on analysing 

the impact of the managers' knowledge in the 

sustainability field on implementing activities enforcing 

sustainability in a manufacturing enterprise. 

Enterprises that participated in the survey we selected 
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and approached according to the Statistical 

Classification of Economic Activities SK NACE Rev.2. 

The most significant representation of enterprises was 

from the category: Production of metals and metal 

structures, excluding machines and equipment (up to 

54, representing 16.98% of the total sample). The 

second was enterprises from the category: Production 

of wood and paper products, printing (47= 14.78%). 

The lowest representation in the research sample 

were enterprises from the category: Production of 

primary pharmaceutical products and preparations (8 

= 2.52%) and category: Production of coke and 

refined petroleum products (2 = 0.36% of all 

obtained questionnaires). Our research sample 

consisted of answers from 301 managers of related 

manufacturing enterprises and data collection we 

carried out from October 2020 to October 2021. The 

obtained data we used for verification of established 

hypothesis H1 (a-d) through the chosen statistical chi-

square testing. 

Our main hypotesis was: 

H1: If managers have reliable knowledge about 

sustainable development, this impacts the enterprise's 

activities concerning sustainable development. 

The set of activities in enterprises that we focused 

on to verify H1 hypotheses included: a) cooperation 

with local suppliers, b) usage of renewable resources, 
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c) recyclability of enterprise´s products and d) waste 

volume. 

The hypotheses we constructed were influenced by 

selected environmental goals from AGENDA 2030 for 

implementation in the production process of enterprises. 

Figure 1: The framework of enviromental goals of AGENDA 

2030 in production process 

 

 

 

 

 

 

 

 

 

 

 

 

Analyses and results 

Adequate managerial knowledge and the effort to 

manage business activities, enabling the development 

of the business sustainably, are fundamental in 

enterprises that, with their production activities, burden 

the environment above average and create negative 

externalities that reduce the quality of life of the 

enterprise's stakeholders. For that reason, we decided 

to focus precisely on the possible determination of the 

difference between sustainable activities carried out in 
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chi-square 105,255 

lines 2 

columns 5 

Df 4 

alfa 0,05 

p-value 0,00 

 

enterprises where managers have knowledge of 

sustainable development and in which they do not. 

The influence of reliable managers' knowledge in 

the manufacturing enterprise on the possibilities of 

cooperation with local suppliers. When investigating the 

relationship between management's knowledge of 

sustainable development and the choice of suppliers, we 

created the following statistical hypothesis: 

H0: Managers' knowledge about sustainability does 

not affect cooperation with local suppliers. 

HA: Managers' knowledge about sustainability 

impacts cooperation with local suppliers. 

Table 1: Chi-square values -local suppliers 

 

 

 

 

 

 

 

 

 

The final value of the chi-square test of 

independence, compared with the chosen significance 

level of 0.05, allows, in this case, to accept an 

alternative hypothesis that confirms the dependence 

between managers' knowledge about sustainability and 

cooperation with the local suppliers. It is clear (Figure 
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48) that in enterprises in which managers know about 

sustainable development, a higher percentage of 

material supply is chosen from local suppliers (15.09%, 

while enterprises in which management does not know 

about sustainable development obtain material from 

local suppliers only in 5.03% of cases). The highest 

frequency in the case of enterprises whose managers do 

not know about sustainable development was achieved 

with the answer "rarely" in the amount of 27.67%. 

Statistical hypotheses, which are focused on the first 

sustainable activity, namely the cooperation with the 

local suppliers, confirm that the dependence between 

the selected variables is high. Therefore the 

managers' knowledge of sustainable development 

positively affects the cooperation with the suppliers. 

Figure 2: The influence of managers' knowledge about 

sustainability in the manufacturing enterprise on the 

cooperation with local suppliers. Source: own processing 
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The influence of reliable managers' knowledge in 

the manufacturing enterprise on using renewable 

resources in production. When investigating the 

dependence between management's knowledge of 

sustainable development and the possibilities of using 

renewable resources, statistical hypotheses were 

created, verified by the chi-square test of independence 

at a significance level of 0.05: 

H0:: Managers' knowledge about sustainability does 

not affect using renewable resources. HA: Managers' 

knowledge about sustainability affects using renewable 

resources. 

Table 2: Chi-square values- renewable resources 

chi-square 85,153 

lines 2 

columns 4 

Df 3 

alfa 0,05 

p-value 0,00 

The p-value of the chi-square test of independence 

also reached the value of zero in this case, 

i.e. less than the determined significance level of 

0.05. In this case, an alternative hypothesis is accepted: 

managers' knowledge of sustainable development 

impacts the materials used in terms of renewability in 

the manufacturing enterprise. 
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Figure 3: The influence of managers' knowledge about 

sustainability in the manufacturing enterprise on the 

possibilities of using renewable resources in the production 

process Source: own processing 

 

It is demonstrable (Figure 3.) that enterprises in 

which managers have knowledge about sustainable 

development use renewable resources in the production 

process to a much greater extent, supporting the 

sustainable direction of the enterprise. Conversely, in 

companies where managers do not know about 

sustainable development, the use of renewable 

resources is rare. In the case of these enterprises, the 

most numerous response pointing to the non-use of 

renewable resources is recorded at 26.73 per cent. The 

activity of using renewable resources in the enterprise 

supporting sustainable development was shown to be 

positively dependent on management's knowledge of 

sustainable development. 

The influence of reliable managers' knowledge in 

the manufacturing enterprise on the recyclability of 
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chi-square 52,216 

lines 2 
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the final products. When investigating the dependence 

between management's knowledge of sustainable 

development and the recyclability of final products, 

statistical hypotheses (null and alternative) were 

created, verified by the chi-square test of independence 

at a significance level of 0.05: 

H0: Managers' knowledge of about sustainability 

does not affect the materials used in terms of 

recyclability. 

HA: Managers' knowledge of about sustainability 

affects the materials used in terms of recyclability. 

Table.3: Chi-square values - recyclability   

 

 

 

 

 

 

 

 

 

 

 

 

Based on the resulting p-value, the statistical 

evaluation allowed us to accept an alternative 

hypothesis confirming the impact of management's 

knowledge about sustainability on the recyclability of 

final products resulting from production. It has been 

shown (Figure 4.) that this impact has a positive 

direction towards sustainable development. Recyclability 

of final products is stated by respondents with 
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knowledge of sustainable development in 22.96% of 

cases and non-recyclability in 23.58% of cases. In 

contrast, the respondents who did not know about 

sustainable development in the questionnaire survey 

stated the recycling of final products in only 16.67% of 

enterprises and the impossibility of recycling in 36.79% 

of enterprises. From this, it follows that the 

management's knowledge of sustainable development 

positively affects the composition of products in the 

production process. Thus there is a higher assumption 

that if the enterprise's management knows sustainable 

development, the final product of the enterprise will be 

made of recyclable materials. It is also very importan 

issue from enterprise´s stakeholders, because results of 

reserachers Dinu et al, shows, that recycling rate in 

an economy correlates with the social progress of the 

population (Dinu et al., 2020). 
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Figure 4: The influence of managers' knowledge about 

sustainability in the manufacturing enterprise on the 

materials used in terms of recyclability. Source: own 

processing 

 

The impact of reliable managers' knowledge in the 

manufacturing enterprise on the volume waste from 

production. As a result of focusing on sustainable 

activity - the amount of waste produced by 

manufacturing enterprises, statistical hypotheses were 

created, the truth value of which is the same as the 

previous hypotheses, verified through the chi-square 

test of independence with a significance level of p=0.05. 

H0:Managers' knowledge about sustainability does 

not affect the volume of waste. HA: Managers' 

knowledge about sustainability affects the volume of 

waste. 
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Table.4: Chi-square values - waste volume  

 

 
 

 

 

 
 

 

 

 
 

 

Due to the zero value of the p-value of the chi-

square test, we reject the null hypothesis and accept 

the alternative hypothesis, which points to the 

existence of an influence of managers' knowledge about 

sustainability on the amount of waste produced by the 

enterprise. It positively impacts sustainable 

development because 21.70% of enterprises in which 

managers have this knowledge produce waste in the 

range of 0-5% of waste concerning the enterprise's 

production. Enterprises whose management does not 

know about sustainable development produce a 

volume of waste of 0-5% of the total pr oduction in 

12.89% of cases. It is obvious (Figure 5) that ignorance 

about sustainable development in management harms 

the field of sustainable development within the 

production of much waste. 

chi-square 49,690 

lines 2 

columns 7 

Df 6 

alfa 0,05 

p-value 0,00 
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Figure 5: The influence of managers' knowledge about 

sustainability in the manufacturing enterprise on the 

volume of waste. Source: own processing 

 

Based on the statistical evaluation of the hypotheses 

that focused on four essential enterprises' sustainability 

activities, we can confirm the research hypothesis H1, 

that if managers know about sustainable development, 

it impacts the enterprise activities in the field of 

sustainable development. 

The results of the presented analyses lead to the 

following problem areas: 

• Necessity of increasing managers' knowledge 

about sustainable development in the enterprise. 

• Creation of practical instructions and 

approaches to the implementation of elements 

of sustainable development in the business 

environment 
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Discussion 

The essential pillar of implementing sustainability 

principles into manufacturing enterprises is the 

manager's well-founded knowledge and proper 

motivation. The support of strategic management and 

the voluntary involvement of all employees is significant 

for solving the issue of sustainable development. The 

desired effect can be achieved only based on correctly 

chosen and grasped elements of sustainability in the 

enterprise strategy, vision, and goals with a systemic 

and complex management approach. There is no 

universal right motive or reason that appeals to 

everyone. Only well-educated and motivated managers 

who know the correct terminology and tools can 

identify specific areas, tasks, and activities that can 

fulfil the enterprise's strategy, vision and goals. They 

can determine the persons responsible for the 

sustainable direction of the enterprise, redistribute 

competencies, define how the plans of the enterprise's 

sustainable activities with financial and personnel 

support should be established and evaluate these 

enterprise activities with their impacts. By reducing the 

negative externalities of the manufacturing enterprise 

in the form of harmful emissions, reducing waste 

costs, recycling or other activities within the framework 

of environmental sustainability, there is an increase in 

the operational efficiency of the production. It means 

the long-term viability and success of the business, as 
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the generated output ensures higher efficiency (the 

enterprise does not waste its resources) and better 

management (the enterprise provides the given output 

with minimal inputs or generates maximum output with 

the help of given inputs). It is essential to focus on the 

results of the enterprise's sustainable activities not only 

for the enterprise itself but for all stakeholders. The 

interested parties of the enterprise perceive sustainable 

activities as increasing its competitive advantage in the 

market. The brand and reputation of the manufacturing 

enterprise are strengthened, which in turn increases the 

public's trust again. It, therefore, means a positive 

perception of the enterprise by communities, the state, 

suppliers, customers of the company and, last but not 

least, current and potential employees. A good 

employer and a working environment that considers 

employees' environment and social needs are important 

factors in increasing stakeholder satisfaction. 

For this reason, all production enterprises, 

regardless of their size or specific business area, 

should increase their efforts to achieve development. It 

is also essential to involve stakeholders in the 

enterprise's results and in planning the enterprise's 

sustainable activities. It represents an opportunity for 

everyone to appropriately shape the enterprise's UR 

process and obtain unique solutions. By integrating the 

principles of sustainability in the long term, 

implementing innovation, planning scenarios on how to 
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achieve sustainable development in various areas of TBL 

based on strategic and operational analysis of business 

processes, and making increased efforts beyond the 

scope of relevant regulations, the enterprise can 

prioritize increasing competitiveness and revenues. Not 

only in the area of cost reduction or risk reduction. 

Currently, the climate crisis is changing in real time. It 

is influenced by global political and social aspects and 

directly affects business. How a manufacturing 

enterprise should measure its initiative's results in 

sustainable development must be determined based on a 

thorough analysis. When recording and evaluating 

reports on the sustainable development of an 

enterprise, it is necessary to establish key indicators 

that are beneficial for further management and for 

making decisions about the future direction of the c 

enterprise. It is necessary to link incentives with 

metrics. 

Our suggested ten attributes of a 

manufacturing enterprise's managers for the field 

of sustainable development 

1. Sustainable development is included in the 

strategy of the manufacturing enterprise. 

2. Sustainable activities go beyond legislative 

requirements in the environmental, social or economic 

fields. 
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3. Managers and employees in the enterprise know 

and are continuously educated in sustainable 

development. 

4. A good analysis of business processes is the basis 

for identifying gaps where the business fails in 

sustainable development. 

5. Sustainable activities in the enterprise are an 

essential part of the enterprise in a coordinated, 

integrated and formal way and not in an ad hoc, 

disconnected and informal way. 

6. Sustainable activities must be coordinated with 

external and internal stakeholders of the manufacturing 

enterprise. 

7. Sustainable activities are not only a marketing 

tool for raising awareness of the enterprise but proof 

that the enterprise follows sustainability principles. 

8. The implementation of innovations, SMART 

solutions and the effort of the manufacturing enterprise 

to reach the stage of Industry 5.0 contributes to 

sustainable development. 

9. Sustainable activities must be monitored and 

evaluated with appropriate indicators, and the values of 

the indicators must be repeatedly recorded and 

correctly interpreted. 

10. Evaluation, drawing conclusions and reporting on 

the enterprise's sustainable activities should be a high-
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quality basis for decision-making by managers at a 

strategic level. 

Conclusion 

The concept of sustainable development nowadays 

is a necessary part of business activities. We know that 

every business’s main goals are prosperity and profit-

making (Malichová, 2018), but these must not be sought 

at the expense of the sustainability. The ability to do 

business successfully and to stay on the market is a 

unique feature of each company ensured by highly 

engaged and high-quality employees. (Hitka et al., 2019) 

Due this reason knowledge of managers is the key 

element of sustainable positive enterprises. As part of 

the conducted questionnaire survey, one primary and 

four supplementary statistical hypotheses pointing to the 

management's current knowledge of sustainable 

development were verified in Slovak business 

conditions. Based on the results of the analyses, we 

discuss and offer some suggestions for improving the 

current situation in manufacturing enterprises. 

Our assumed future direction is to focus on 

implementing our initiative in the management process 

as an increase in managers' knowledge not only at the 

operational level but especially at the strategic level of 

the company. Undoubtedly, designing indicators of 

sustainable development will help managers integrate 

elements of sustainable development more effectively. 
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A critical feature of indicators should be the ability to 

record and measure them continuously. The reason is 

that only this will enable managers to make responsible 

decisions and steps towards the sustainable development 

of their businesses. 
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CHAPTER 4  

THE DYNAMIC OF LOW-DENSITY 

TERRITORIES AND THE 

IMPORTANCE OF TERRITORIAL 
MARKETING TO SUPPORT THE 

ECONOMIC AND SOCIAL CHANGE 

Teresa Paiva1 

Introduction 

The urgency in identifying mechanisms to adapt to 

the economic and social changes that the recent world 

events accelerated and to stop the persisting vicious 

cycle of economic and social constraints of various 

territories classified as low-density drove this research 

into a reflection analysis of the management concepts 

and tools that applied to the territories could have an 

impact as the drivers of development and population 

satisfaction. 

This originated ongoing research that first discussed 

the main theoretical concepts that are linked to the 

 

1 Higher School of Technology and Management, CI&DEI, 
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research theme to then design a qualitative methodology 

(case studies) to access different policies and action and 

their impact on territorial development. 

This paper presents the initial conceptual reflection 

and drafts the next research steps. 

Low-Density Territories 

The concept of Low-Density Territories (LDT) is not 

recent and is a consequence of the fact that the 

development, competitiveness, and cohesion of a 

territory are interdependent on demographic and 

socioeconomic dynamics. Analysing the Portuguese 

territorial context, we must therefore take into account 

not only Portugal’s region that is referred to as an inland 

strip where Mediterranean and Atlantic influences 

combine with the effects of proximity to the centre of 

the Iberian Peninsula, but also its geography of a country 

that can be divided between the north (cold, mountain 

land and rainy) and South (flat and dry land) (Paiva, D., 

2013). The LDT is composed mostly of rural areas, largely 

disadvantaged where, as Moreira (2001) characterised, 

there is a population with low qualification, aged, and 

with a dominant activity in agriculture with low levels of 

productivity and international competitiveness, a severe 

climate, inadequate infrastructure and a non-existent 

industrial scale. 

This type of territory is typified by a low level of 

GDP per capita and employment rate, along with an 
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ageing and declining population. According to the report 

by Iammarino et al. (2017), we can observe that the 

North and Central region of Portugal (in addition to the 

Alentejo region) have a development index below the 

European Union average, which coincides with the 

official geographical classification of low-density 

territories. This situation, in addition to being a problem 

of regional asymmetry in mainland Portugal, identifies 

one of the conditions for the lack of competitiveness and 

development in the regions. The fight against regional 

asymmetry must be the creation of policies sensitive to 

the specificities of the territories, maximising the 

development of the potential of each territory and 

creating opportunities for the resident population 

(Iammarino et al., 2017). 

The LDT have differentiating richness, namely in 

their natural, historical and cultural heritage, 

landscapes, traditions and tacit knowledge of 

populations, as well as heritage elements (geological, 

water, forest, environmental, landscape, cultural, and 

historical resources) of great value and which are still 

unexplored (Mota, 2019). They are also characterised by 

a dynamic in a "vicious circle" (Ramos, 2014) that is 

based mainly on demographic, urban, institutional, 

relational, economic and productive dimensions, which 

makes solving the problem more difficult because there 

must be breakage/circle ruptures, only possible to 

achieve through the concertation of the different 
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territorial entities around the same objective. Briefly, the 

LDT have the following specificities: low demographic 

density, derived mainly from population aging, which 

leads to the emptying of rural areas; proximity and 

connection of rural areas to large urban centres limited 

and infrequent, despite good accessibility; a small 

number of rural development entities, both private and 

public, and with a small critical mass, resulting in a 

deficit of individual and institutional leaders, which 

compromises the competitiveness of these territories; 

low levels of interaction between people and institutions 

generate a low participation in decision-making 

processes and institutions; lack of cooperation between 

different public and private sector entities resulting in a 

needy business fabric; the creation of a modest business 

fabric with little innovative and investment capacity, 

essentially combined with an economy dependent on 

traditional activities; a system of production and 

creation of weak value, combined with a weak capacity 

for initiative and innovation. This multiplicity of 

structural problems conditions the development of low-

density territories, culminating in depopulation and 

territorial dispersion, the increase of the socioeconomic 

and socio-cultural deficit and the weakening of 

territorial capital (Mota, 2019). 

It is, therefore, necessary to combine the potential of 

the territory through an approach involving the 

cooperation of internal forces with external forces, 
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assisted by territorial governance, and thus contribute to 

the development of low-density territories, reducing the 

gap between the interior and coastal areas and, 

concomitantly, between the regions where this 

consortium is located and the other European regions. 

Although this scenario has been contradicted over 

the years, the current reality does not guarantee the 

sustainability of these territories. There is a greater 

qualification of the population and more adequate 

infrastructure, but population migration persists, reason 

for desertification and persistent population ageing, and 

the weak industrial and competitive potential of the 

business fabric because of the proximity and connection 

of rural areas to large urban centres is limited and 

infrequent, despite the improvement in accessibility. The 

modest business fabric that exists, composed mostly of 

micro-enterprises, has little capacity for investment and 

innovation, with a production system and reduced value 

creation together with an economic activity based on 

traditional sectors, which does not allow a very positive 

evolution (Mota, 2019). 

The common representation and interpretation of 

the dynamics of LDT sit through the recognition of a 

"vicious circle" that is based mainly on demographic, 

urban, institutional, relational, economic and productive 

dimensions (Monteiro, 2019). The small number of rural 

development entities, both private and public, and with 

a reduced critical mass compromises the 
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competitiveness of these territories and the lack of 

cooperation between different public and private sector 

entities, resulting in a needy business fabric (Mota, 

2019). 

In particular, the progressive abandonment of 

agriculture, the fragility of the economic and social 

fabric and the lack of investment (public and private) in 

the primary sector have negative consequences in terms 

of employment opportunities and affect any cycle-

breaking process that is intended to be promoted to 

counteract against the negative effect of these 

territories. 

The reversal of this phenomenon requires cross-

cutting and concerted political measures (public and 

private) to create conditions for the revitalisation of 

these territories and the retention of added value if they 

disappear altogether in a few decades. It is, therefore, 

necessary to develop bottom-up processes appropriate to 

the specificities of the sites to advocate rurality (EU RZ 

Action Plan). For this, it is necessary to mobilise 

resources and potentialities in territories that meet the 

needs of the populations, establishing mechanisms of 

participation and human capital through the transfer of 

knowledge and its recognition. 

This model promotes the mobilisation of existing 

resources and potentialities in territorial communities to 

meet the fundamental needs of populations, consists of a 

process of change centred on a small human community, 
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demographic and geographical, which recognises itself 

in a common identity and can activate from the 

mobilisation of local (endogenous) capacities but 

articulating them with exogenous resources (Amaro, 

2003). In the highly competitive global market, the 

ability to innovate is crucial to the success of companies, 

which certainly depends on the qualification of human 

resources and the establishment of strategic 

partnerships. 

Cultural traditions and values, for example, play a 

decisive role in the potential for resources for the 

generation of value. In this sense, the business has 

become increasingly sensitive to innovation 

opportunities, not only related to technological changes 

but also related to strategy, marketing, organisation and 

management (Labarthe, 2009). 

Economic and Social Change 

As the COVID-19 pandemic unfolded, impacting 

nearly every industry worldwide, accelerated many of 

the shifts foreseen. The internal and external (economic, 

demographic, technological, political and social) 

environmental change has consumer motivation and 

choice, and behaviour altered. In the last years, 

consumers had to put their own needs as a second 

priority to prioritise public health and safety. People are 

now emerging from the pandemic eager to re-focus on 

themselves and want to quickly move forward and make 
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up for the lost time, diving into their preferred pursuits 

and seeking personalised products and services that 

match their skill level. The digital world is the easiest 

way for consumers to express themselves, has also 

impacted the economic context of business. 

The pandemic and European war, rising cost of 

living, energy crisis, geopolitical unrest and the climate 

crisis have all taken their toll on consumers and will 

continue to do so, causing fatigue and a sense of being 

overwhelmed (Mintel, 2022). The uncertainty, stress, 

and financial concerns, are impacting major life shifts 

but also forcing consumers to slow down, giving them 

the chance to re-evaluate their lives and return to old 

favourites and have time to appreciate the tactile 

experience and dimensionality of products. Many 

consumers associate local products with more 

sustainable practices, leading to retailers cultivating 

that connection by playing up the shorter distances their 

local produce must travel “Local” increasingly means 

“beneficial to the local community” (Mintel, 2022). 

Reconciling this with biodiversity conservation is one 

of the major societal challenges. In Europe, there are 

more than half a hundred habitats are of high 

conservation value (Habitats Directive). In Portugal, 

considered a hotspot of high natural value, it is 

important to highlight the socio- ecological mountain 

systems (SEMS), which reflect the intricate relationship 

between human communities between mountain 
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ecosystems (Pisanelli et al., 2012). The additional land 

use systems associated with them contribute to the 

maintenance and preservation of the ecological, socio-

cultural and landscape value of mountain territories. 

Moreover, the important dynamic relationship between 

human social systems and ecological systems ensures 

essential functions and services, from water and food 

supply to carbon sequestration, through the preservation 

of genetic resources, exceeds local communities with 

impacts on society in general (Bonilla-Bedoya et al., 

2020; Pisanelli et al., 2012). 

In Portugal, the ecological, social, economic and 

cultural sustainability of SEMS is affected by external 

environmental (climate change, biodiversity 

conservation strategies), economic (local commercial 

dynamics, labour dynamics), social (demographic, 

ageing, lifestyle trends) and rural and environmental 

development policies. To ensure the preservation of this 

multifunctional productive system typical of the North 

and Central interior of the country, it is urgent to 

promote initiatives that create new market niches and 

safeguard endogenous biogenetic resources. The 

uniqueness of the organisation of the property, the 

bioclimatic characteristics, the ecological importance 

(diversity of habitats and species and the services 

provided), the relevance in the preservation of genetic 

resources, and the preponderance of extensive activities 

for the local economy make a project focused on the 
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sustainability of SEMS (Bonilla-Bedoya et al., 2020; 

Pisanelli et al., 2012). 

The exploitation of the resources previously 

identified based on the knowledge and innovation- based 

economic development strategies need to have an 

establishment of a consolidated perspective on their 

relevance to the territory, the identification of relevant 

market trends and associated access bottlenecks and 

entry barriers. 

Territorial Marketing 

Territorial marketing is a practice involving the 

application of branding and sales strategies to different 

regions, cities, states or countries. It can be used as a 

basis for territorial analysis and a tool to promote 

development, defining and disseminating its image. This 

marketing concept is used as a strategy to construct and 

disseminate the image of Territories, focusing on 

experiences of geographic indication. Adapted to the 

Territory, marketing is assumed as a set of management 

activities, aiming to optimise its functionalities, 

characteristics and conditions, to meet the needs of its 

inhabitants and companies, its tourists/visitors or 

investors. Nowadays, Territories also use marketing to 

attract people and businesses, competing in a market 

logic. The success of the valorisation of resources from 

the territory relays on the setting of production rules, 

financial incentives and the existence of an aggressive 



STRATEGIC OVERVIEW OF SOCIO-ECONOMIC EVENTS 

 

107 

marketing strategy capable of creating local, national 

and even international marketing channels. 

Furthermore, this valorisation needs to achieve 

sustainable development goals, namely in terms of 

economic growth, up-scale industrial production, and the 

environment. 

The concept of territorial marketing was introduced 

em Kotler, Haider and Rein (1993). At this time, 

territorial marketing is an integrating element of the 

competitive advantages of the territory from a socio-

economic and territorial development perspective 

(Cidrais, 1999; Kotler, 1999), adjusted in a logical and 

planned perspective for improvement based on the 

expectations and needs of residents, tourists, investors 

and public actors (Fernandes & Gama, 2006). The study 

and definition of the composition of the offer of a 

territory, composed of essentially material (products, 

services and events) and immaterial aspects (the image 

and the brand), is one of the starting points for any 

strategy (Cidrais, 1999). To attract external resources, a 

territory needs, in addition to offering conditions that 

adapt to the particularities and desires of each one, to 

deal with its image. In other words, territorial 

marketing has been assumed as a new territorial 

management tool that covers a set of promotional 

instruments and that provides the territory with 

planning, execution and control of a communication and 

promotion strategy (Fonseca & Ramos, 2006). 
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In fact, in this perspective, territorial marketing is 

not limited to promoting the territory and its 

potentialities, it also promotes its development in a 

sustained, effective and efficient way to attract people 

and businesses. The marketing territorial creates, 

promotes, and provides a dynamic to the plan focused on 

the territory and the products and services offered. 

Thus, territorial marketing is today a dynamic process 

that allows the analysis of the territory in an integrated 

way in a competitiveness network, which, according to 

Kotler (1999), implies planning a territory to meet the 

needs of the markets and, consequently, of citizens and 

businesses, and so that the expectations of visitors to the 

territory and investors are realised. 

Through its tools and instruments (e.g. strategic 

planning), territorial marketing facilitates the 

management of the territory, as it complements a 

systematic analysis with a communication and image 

construction strand that allows the interconnection of 

information systems and databases with the needs and 

desires of the actors of a region, facilitating mechanisms 

that promote the competitiveness and development of 

the territory (Ramos et al., 2019). Thus, Territorial 

Marketing achieves its primary objective as a strategy to 

ensure differentiation between locals and, consequently, 

keep them competitive, either through their historical 

aspects, natural beauties, popular cultures, products, 

services, etc. (Sakr, & Dallabrida, 2015). In marketing, it 
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is not enough to promote resources, it is necessary to 

plan, execute and control a communication strategy. The 

consequent segmentation of markets will allow the 

identification of the public interested in the offer of the 

territory and the most appropriate means to promote this 

attraction (Kotler, 1999). Thus, a strategic planning 

process, from a marketing perspective, contributes to 

strengthening the attraction of potential promoters of 

new projects, the image and identity of the territory, 

Territorial strategic planning is not a copy or mere 

implementation of strategic business management 

planning as it will depend on each territory itself and its 

experience and geopolitical, social, cultural, 

technological, technological and administrative 

dynamics that, in turn, condition the development of the 

territory, and require the transformation and renewal of 

traditional planning instruments that imply greater 

participation of local actors (Ramos et al., 2019). 

Discussion and Conclusion 

By the theoretical reflection made, it seems that 

Territorial Marketing is the way to invert the Vicious 

cycle of a Low-Density territory and to give the right 

response not only to the population’s economic and 

social needs but also to a new type of needs based on the 

new development drivers that are digitalisation and 

sustainability. 
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This research will further analyse the impact of 

different territorial case studies in different 

municipalities to understand if the results of the 

marketing strategy and operational policies made the 

change effect in need. The research will focus on cases 

that have endogenous resources, traditions and cultural 

products. 
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CHAPTER 5 

THE REASON THAT TRIGGERS 

PUBLIC DEBTS: STATE’ REVENUE 

WAIVER 

Emine Türkan Ayvaz Güven1 

Introduction 

In underdeveloped economies, since there is no 

transition to a monetary economy and there is no 

accumulation of wealth in general, very few people in 

the country have the power to save. In an economy 

where capital companies are not widespread and, 

accordingly, capital markets are not developed, the state 

will borrow from these few savers at a high interest 

rate, and the amount of interest that the state has to pay 

will increase with the increase in its debts. If we cannot 

pay the principal when the maturity comes, and if you go 

to borrow continuously, the interest will start to be 

covered by borrowing again in the future, and eventually 

enough debt will accumulate to require paying interest 

in an amount corresponding to a significant part of the 

national income. In such a case, the credibility of the 
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state is almost non-existent, and the state that has fallen 

into such a situation can neither borrow internally nor 

collect taxes properly. Especially in underdeveloped 

countries, the borrowing state is often regarded as a bad 

manager and criminal in the public opinion (Michalet & 

Brochier & Llau; 1981: 443). The state has failed to 

equalize its expenditures to its revenue and has not 

complied with the principle of budget equivalence. As a 

natural consequence of such thoughts and the existence 

of a budget deficit, the idea of inflation will dominate 

the country. However, it is useful to mention that; 

inflation causes the real value of government debt to 

melt away. It should not be forgotten that severe 

inflation plays a major role in lifting the burden of 

domestic debt in many Western countries that have gone 

to excessive domestic debt due to wars. 

Since the borrowing of the state regulates the 

redistribution of capital and revenues and, in particular, 

profoundly affects the social and economic structure 

with the "problem of elasticity" today (Eker & Meric; 

2000: 6): it occupies an important position in the 

country's economy. However, the new trends that 

emerge aim to examine borrowing from the point of 

view of economic and social view rather than its 

monetary meaning and to create opportunities to reflect 

the debt burden. 

In addition to the fact that government borrowing 

has various positive or negative returns, it also has some 
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specific features. These are: (i) Difference between 

government debt and private debt: Since government 

debt is often used for infrastructure investments, it is 

long-term to pay and these debts are primarily aimed at 

social and public benefit. Private debts, on the other 

hand, are usually short-term since they are in the form 

of loans that individuals can receive from individuals, 

banks and commercial enterprises, and these debts are 

intended for profit. (ii) Difference of government debt 

from taxes: Taxes; it is forcibly taken from citizens, it is 

continuous and is the main source of state spending. 

Government debts are; it is an optional payment by 

citizens, provides a temporary resource and is 

determined in advance for which investment it will be 

used (Ozer; 1986: 133). State borrowing is determined 

by laws enacted by the parliament (Yasa; 1971: 17). In 

Turkey, too, there are public institutions such as the 

"Central Bank Law" and the "State Investment Bank 

Law" that allow the government to use the borrowing 

mechanism continuously. 

In our country, government borrowing is still carried 

out with Central Bank advances and treasury bonds, 

which is a common practice in various countries, and 

with government bonds in the long term (Acba; 1994: 9). 

1. Financial Aspect of Government Borrowing 

The financiers are now of the view that all kinds of 

public expenditures can be met through borrowing (Eker 
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& Meric; 2000: 6). According to them, the choice to 

borrow should depend on the political and economic 

situation of the state, and according to these conditions, 

the expenses should be covered by tax revenues if 

possible or by income to be obtained in the form of tax 

and some in the form of borrowing. However, this 

situation is not as simple as it seems. Two factors play a 

role in reaching this conclusion. The first of these is that 

states go to the way of borrowing for certain reasons; 

the other is that states have a limited number of 

resources to carry out borrowing. 

It is much easier for the state to borrow from the 

people than to impose taxes (Ozer; 1986: 135). Because, 

the public throughout the country, especially the 

taxpayers, shows negative reactions against taxes. In the 

case of borrowing, there will be less reaction. In 

addition, if the idea that borrowing concerns future 

generations in particular is to be accepted by the public, 

the view that such expenses can be met through 

borrowing will be adopted by everyone. So, with the 

appearance of any element, the budget of states can 

change and lead to their borrowing. 

1.1. Borrowing for Extraordinary Expenses 

War and disasters are the leading causes of the 

state's borrowing. The peculiarity of the expenditures 

that create borrowing is that they are unforeseen, not 

repeated every year and the benefits they provide are 
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spread over long distances. For this reason, in case of 

situations such as war and disaster, borrowing is used to 

finance the expenditures related to them (Eker & Meric; 

2000: 26). 

If we consider wars: it is seen that states increase 

their expenditures in times of war even before the war 

starts, and continue it during the war and even after it 

ends. The reason for this is that wars impose an 

unbearably heavy burden on states. Since states cannot 

bear this burden alone, they go to the way of borrowing 

from outside. Because it is impossible to immediately 

enact new tax laws and increase tax revenues during a 

period of war preparations or during war. In most cases, 

in a certain period of time after the end of the war, 

income is not obtained by collecting taxes. Therefore, 

since the war process is not flexible enough to allow the 

state the time necessary to generate income through 

these methods, the state will make its expenditures in 

another way, namely through borrowing. Especially with 

the World War L, borrowing accelerated in some 

countries and these countries came out of the war with a 

great debt burden. Not only that, but new debt build-ups 

emerged until World War II, and when the war ended, 

almost all countries were seen to be out of the war with 

a very high debt burden (Nemli; 1981: 240). In addition, 

since states will not be able to apply for tax revenues for 

a certain period of time after the end of the war, they 
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will be able to borrow to restructure the country after 

the war. 

Another fator that leads to extraordinary 

expenditures is natural disasters such as earthquakes, 

floods, etc. In such cases, in addition to increasing tax 

revenues, tax reductions are even made in order to 

protect taxpayers who are harmed by the disaster. 

Therefore, income from borrowing is preferred instead 

of falling tax revenues. The last factor leading to 

extraordinary expenditures is; they are great economic 

depressions. Especially in the case of the deflationary 

situation, since the taxation capacity of the people 

decreases, the state goes to the way of borrowing. This 

borrowing can be realized from international 

organizations as well as from banks. For example: 

Turkey overcame the crisis of '94 with the economic 

measures of April 5, 1994 and the stand-by loans 

provided by the IMF (Eker & Meric; 2000: 27). 

1.2. Borrowing for Old Debts 

When the state understands that it cannot meet the 

amount it borrows with tax revenues or other public 

revenues, it will borrow again in the amount it has to 

pay and watch the market environment. In other words, 

he pays his debt with debt. This method is called 

Refinancing. However, for the state, which can re-

borrow and cover the principal and interest on old debts, 

and sometimes even only interest, this is only a 
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temporary comfort. The additional burden that this 

method will bring to the state is proportional to the 

increase in the interest burden. States know very well 

that when they borrow, they will pay this additional 

burden with their principal. For this reason, when 

borrowing, states stipulate that they can subject the 

principal of the government bonds they issue to early 

redemption and payment. The meaning of this condition 

(Turk; 1992: 277): "In the capital market, from time to 

time, the conditions may change in favor of the state, 

interest rates may decrease, then the state may subject 

the government bonds in circulation to early 

redemption, the state will re-borrow as much as the 

government debt it has redempted while doing this, and 

the debt interest will save on expenses. These jobs are 

called debt management, the replacement of a high-

interest debt with a low-interest debt, a bond, a 

conversion. 

However, the maturity of the debt as well as interest 

leaves the states in a difficult situation. If the short-term 

debts of the state increase, the maturities come quickly 

and the state has difficulty in paying. For this reason, 

the state converts short-term and even medium-term 

debts into long-term or eternal debts in order to 

eliminate the negativities arising from increases in the 

amount of cash term debts, which is called 

"consolidation". The principal of such debts is never 

paid, but only the interest is paid (Turk; 1992: 278). 
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In our country, every year the Budget Law 3. In its 

article, the amount of stabilization to be made in that 

year shall be determined and the principal and interest 

payments of the internal and external loans made in 

previous years shall be made with the appropriations 

placed in the budget of the Ministry of Finance (Ozer; 

1986: 136). 

1.3. Borrowing as a Fiscal Policy Tool 

In addition to generating revenue, the state can also 

borrow as a fiscal policy tool. For example, in order to 

withdraw from the market the excess money circulating 

in the country during periods of inflation, the state may 

prefer to borrow. If the state offers the funds it holds to 

the public at a certain interest rate and undertakes to 

pay the debt to the person who brings these funds, it will 

carry out the borrowing against the market. In this way, 

it will withdraw excess money from the market and 

mobilize idle, dormant funds instead. 

When it comes to borrowing as a fiscal policy tool; 

The state is expected to realize borrowing in a short-

term manner during periods of depression and to renew 

its debts when it is due, and to realize borrowing in a 

long-term and high-interest rate manner during inflation 

periods. Because while the aim in the depression period 

is to prevent the increase in liquidity preference and to 

provide an environment suitable for the increase of 

investments with the falling interest rates during this 
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period; The aim in the inflation period is to shrink 

liquidity in the economy, to reduce private consumption 

and investment expenditures, and to reduce the level of 

effective demand. 

1.4. Borrowing for Development Purposes 

It is more convenient to finance investments that are 

"rentable" from a financial point of view by borrowing 

instead of tax revenues or ordinary public revenues. 

Because such investments, which we define as rentable, 

start to provide income after they are implemented, they 

can amortize both their interest and the principal of the 

debt within a certain period of time. For example, it is 

proposed to resort to borrowing in the construction of 

investments such as bridges, dams, schools, electricity 

and water facilities, and even hospitals, etc. The most 

vivid examples in this regard are: borrowing and 

financing for the construction of the Istanbul Bosphorus 

Bridge and the Istanbul, Ankara and Izmir subways, the 

use of stability in the construction of roads with money 

between major metropolises in the United States, and 

the construction of railways by issuing internal 

stabilization bonds in the first years of the Republic of 

Turkey. 

1.5. Borrowing to Ensure Budget Balance 

In fact, in the financial life of the states, the state 

debts emerged due to the treasury transactions carried 
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out to ensure the income-expenditure balance of the 

budget in order to implement the budget in an orderly 

manner. 

States are regulated in relation to salaries, wages 

and rents; investments, vesting and debts have irregular 

expenditures related to principal and interest payments. 

In addition, although the state collects during the fiscal 

year; taxes on general and private expenditures provide 

regular income to the state, while income and corporate 

income tax revenues are not; because these taxes are 

subject to annual declaration and taxes are collected in 

certain installments during the fiscal year (Turk; 1992: 

277). In the case of customs duties, although the 

collection of taxes increases in the months when imports 

are concentrated, it may remain below the annual 

average in other months. For these reasons, states are 

trying to eliminate the income-expenditure imbalance 

encountered in the implementation of the budget by 

borrowing short-term and issuing treasury bonds. 

2. Sources of Financing of Government Debt 

Although the state can borrow from various sources, 

since each source can have different effects on the 

economy, care should be taken in the selection of the 

sources to borrow considering the economic conditions 

of the country (Erdem; 1996: 42). The borrowed 

resources are of great importance both in terms of the 

allocation of production factors and their effect on 
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economic activities in the borrowed period, as well as 

the income distribution and the effect on economic 

activities in the periods when interest and debt 

payments are made. In addition, the impact of borrowing 

funds on aggregate demand and national income 

depends mostly on the source of debt. As per the subject 

we are examining, the resources for which government 

debts are covered are regardless of the duration 

criterion; individuals, private and financial institutions, 

commercial banks and the Central Bank. 

2.1. Individuals 

Individuals have the distinction of being the first 

source from which the state wants to borrow. Because 

the state usually meets its long-term financing needs by 

resorting to the personal savings of individuals through 

the issuance of bonds. The importance of short-term 

debts, which are covered by the personal savings of 

individuals, is very small. 

The most important point to be emphasized here is 

the source of the borrowed money taken from 

individuals. Because individuals spend some of their 

income on consumption, they save some of them and 

they lend money to the state by cutting either the part 

they consume or the part they save. In return for giving 

up their consumption or savings for a certain period of 

time, they aim to obtain interest income by investing in 

debt securities issued by the state. While individuals 
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make such a choice in order to achieve this goal; they 

consider the criteria such as when they can get back the 

savings they have lent to the state, how much return my 

savings will give them, and whether they will be able to 

maintain their purchasing power before lending to the 

state when they recover their savings. After evaluating 

the criteria, if a positive opinion appears in individuals, 

the borrowing move of the state succeeds. However, if 

the repayment period of the debt is long or uncertain, 

the yield is low or there is no old purchasing power in 

the period when it is repaid, individuals will not be 

willing to lend to the state. In fact, as inflation reduces 

the value of long-term bonds over time, the state will not 

be able to use individuals as a source of debt during 

periods of high inflation because of the decrease in the 

purchasing power of individuals. 

As a result; Instead of causing the sector's activities 

to shrink and reduce the purchasing power of the sector 

by withdrawing the savings used in the private sector 

and investing them in government bonds, if the unused 

savings are lended to the state, an expanding and 

positive effect will be created in the economy. For this, 

the state; individuals need to implement a flexible debt 

policy so that they can borrow their unused savings and 

nevertheless put debt bonds on the market on superior 

terms than other bonds. 
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2.2. Private and Financial Institutions 

Another source of debt owed by the state is; 

companies, pension funds, social insurance institutions 

and private and financial institutions including Public 

Economic Enterprises (KIT). In Bikes, where the capital 

market is not sufficiently developed and the sources of 

savings are limited, especially the development of 

pension funds and social insurance institutions, the 

funds belonging to these organizations have become a 

potential source for the state (Eker; 1997: 233). 

In most countries of the world, efficient private and 

financial institutions perform the function of providing 

resources to their governments. In particular, private 

and financial institutions, which collect certain funds or 

deductions in a semi-obligatory or compulsory manner, 

use their funds, which have reached large sums in this 

way, by investing them in government bonds with cash 

futures. However, private and/or financial institutions 

that transfer or make use of a significant part of their 

resources to the state may not be able to fulfill their own 

purposes and functions, that is, they may not be able to 

make the investments they need to make because they 

make their resources available to the state. 

From the point of view of our country; We see that 

joint stock and limited liability companies, the Pension 

Fund of the Republic of Turkey, the Social Insurance 

Institution and SOEs can be counted within such private 
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and financial institutions. The use of the above-

mentioned institutions as the borrowing source of the 

state is also provided by the laws of these institutions. 

While the principle was introduced that joint stock 

and limited liability companies should invest all of their 

legal reserves that they allocate from their annual 

profits in state domestic stabilization bonds, Article 22 

of the Pension Fund Law No. 5434 showed in which 

areas the remaining funds will be operated or how the 

funds of the funds will be evaluated after the provision 

is allocated from the chest capital for normal and certain 

needs. Accordingly, from the values of fixed income: 

"To government bonds and bills and public 

investment income partnership shares, to institutions 

whose capital is wholly or more than half owned by the 

state, or to capital companies participating in their 

capital by these institutions, or to the entities 

established with state capital or national banks through 

initiatives to be undertaken jointly with these 

institutions and companies; can be deposited by decision 

of the board of directors." 

In addition, according to various articles of the 

Decree Law No. 233 on Public Economic Enterprises, 

reserve funds are allocated at certain rates over the 

profits of SOEs. These reserve funds are usually invested 

in issued securities such as government bonds, treasury 

bills and income partnership securities (Erdem; 1996: 

44). 
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In this way, both the accumulated funds enable these 

institutions to earn income and the state ensures that 

people who pay premiums are not victims. As a result, 

the state considers the social security institutions to be a 

source of cheap interest-bearing credit and has at its 

disposal this efficient and reliable source, which greatly 

supports its borrowing through the law. 

2.3. Commercial Banks 

Since banks are financial institutions with enormous 

reserves, they are the largest buyers of government 

bonds and constitute an efficient and reliable market for 

government borrowing, such as social security 

institutions and economic institutions. Banks can place 

the funds they have collected in government bonds or 

treasury bills in order not to increase the cost of money 

if they do not use them personally. Today, banks have 

become the most important source of state debt. 

However, the problems that arise in terms of banks 

becoming the source of state debt are increasing in 

importance day by day. 

"In our country, pursuant to Article 33 of the 

Banking Law No. 3182 dated April 25, 1985, banks are 

obliged to deposit an amount equal to the statutory 

reserve funds allocated in accordance with the 

provisions of Article 32, paragraph 1 of this public and 

Articles 466 and 467 of the Turkish Commercial Code 

into the State Bond Account for the Statutory Reserve 
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Funds to be opened on behalf of the Treasury before the 

Central Bank of the Republic of Turkey as a legal 

provision within 15 days following the approval of their 

annual balance sheets by the General Assembly" (Eker & 

Meric; 2000: 35) 

In addition to this type of legal obligation, banks 

may want to invest their excess reserves in government 

bonds and bills and take advantage of the interest rates 

to be given by the state due to the fact that sometimes 

the economy is stagnant and sometimes the credit 

transactions in banks are inactive. In turn, the 

government may sometimes want to sell bonds to banks 

in order to control the market and limit credit. If banks 

have excess reserves, they will deposit the excess 

reserves in the state debt documents according to their 

own wishes without imposing limits on credit 

transactions. In this way, there will be no restrictive 

effect on the economy. However, the last point to be 

considered here is the conditions under which the banks 

will give the excess reserves they have to the state debt 

documents, in other words, the rate at which the banks 

will want to benefit from the interest that the state will 

give as a result of this investment. As is known, the lack 

of a secondary market for public papers has led to the 

fact that the demand for public papers is largely limited 

to banks. Therefore, banks have a great bargaining 

power as they are often unrivaled in public bond and bill 
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auctions, and often negotiations end at the interest level 

demanded by the banks. 

2.4. Central Bank 

"Article 50 of the Central Bank of the Republic of 

Turkey Law No. 1211 The article provides for the 

possibility of borrowing from the Central Bank of the 

Treasury. Again, in Article 51 of the same law and in the 

budget laws, there are provisions that treasury bills and 

treasury surety bonds (HKHB) can be rediscounted by 

the Central Bank and advance payments can be given in 

return" (Erdem; 1996: 45). 

Since Central Banks cannot fulfill their status as an 

independent financial and monetary institution, 

especially in developing countries, they are the easiest 

source of application of the state. Borrowing from the 

Central Bank takes place in two ways: "direct and 

indirect borrowing". Direct borrowing is the direct cash 

borrowing of the Treasury, which is called an advance to 

the Treasury. Indirect Borrowing, on the other hand, is 

the purchase of the papers issued by the Treasury for 

borrowing purposes through open market transactions 

by the Central Bank. 

Since the Central Bank is not a bank that accepts 

deposits, it gives the debt that the state wants both 

directly and indirectly by "printing money". Thus, the 

loans that the Treasury receives from the Central Bank 

can have effects on increasing and expanding the money 
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supply in the economy. Because the expenditure of this 

debt taken by the state gives the society an additional 

purchasing power, that is, it changes the balance of total 

supply and total demand in favor of total demand. 

However, the state resorts to the Central Bank's source 

in borrowing when there is a recession in the economy; 

In periods of inflationary tendencies, it is important to 

take careful steps in the use of this resource, as 

inflationary pressures will intensify. 

3. Central Bank - Ministry of Treasury 

Relationship in Terms of Public Debts 

The Treasury is in contact with all segments of 

society. Relations with the Central Bank (Turk; 1992: 

214): 

• Regulation and implementation of monetary 

policy,  

• Regulation and implementation of foreign 

exchange legislation,  

• Determination and execution of internal and 

external borrowing programs,  

• Orientation of the financial sector. 

The borrowing of the Treasury from the Central Bank 

is of great importance both in terms of the amount 

borrowed and the economic effects of borrowing. 

However, considering that borrowing is carried out from 

saved resources, borrowing from the Central Bank is 
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considered nominal, that is, so-called borrowing. 

Because the deposits of the Central Bank consist of 

money in the form of deposit provisions, escrow and 

guarantees held in accordance with the relevant laws; 

savings are not considered deposits. So, if the Treasury 

requests a loan from the Central Bank, the Central Bank 

will issue the debt either by printing money or by 

breaking the bonds issued by the Treasury and creating 

money through emissions. 

However, if the Treasury borrows from the Central 

Bank, the effects that may occur in monetary policy 

should be taken into account. Because, the short-term 

debts that the Treasury demands from the Central Bank 

in order to ensure the harmony between income and 

expenditure in terms of place and time have a disruptive 

effect on the monetary program. The main reason for 

this effect is that the money to be released as a result of 

the Treasury's demand for such money will be 

gratuitous. In addition, the Central Bank is obliged to 

make the payments given by the Treasury. For this 

reason, before issuing payment orders, the Treasury 

should find out whether there is enough money or 

advance in the Central Bank, and even, in cooperation 

with the Central Bank, it should measure the monetary 

effects and draw up a payment plan before issuing the 

order. Otherwise, one should not forget the fact that it 

may face the shocks of quantitative easing. 
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In addition, in the case of indirect borrowing, the 

Central Bank provides assistance to the Treasury both in 

the form of the sale of government bonds and treasury 

bills and as advising during these sales. Especially in 

today's world where the sales methods of these papers 

are so complex, it is imperative that they are in very 

close relations. In this part of the study, in case of 

'direct and indirect' borrowing, the debt relations that 

develop between the two institutions will be briefly 

mentioned. 

3.1. Treasury - Central Bank Relationship in 

Direct Borrowing 

The Central Bank opens short-term advances to the 

Treasury in order to meet the financing needs in line 

with both the budget laws and the Central Bank Law. 

During these legal relations, it is also of particular 

importance that the Central Bank has an autonomous 

structure. Because the Central Bank will cause the 

national currency obligations to increase by engaging in 

national currency transactions by printing money 

(Celebi; 1998: 40). 

However, in addition to this increased obligation, the 

Central Bank's issuance of banknotes for the purpose of 

lending to the Treasury will increase the amount of 

money in circulation. As it is known, this situation will 

cause inflation. However, there is one point to note that 

the increase in money in circulation will not necessarily 
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cause inflation. If national income is increasing, the 

increase in the amount of money in the market will not 

lead to an inflationary effect. The reason for this is; with 

the increase in shopping that will occur as a result of the 

increase in income, there is a need for more money in 

the market. Otherwise, the economy may stagnate. In 

addition, if there is an unemployment problem in the 

country, the increase in the amount of money may serve 

to cover the expenditures in the public and / or private 

sectors, so it may have the effect of increasing national 

income instead of price increase. 

Although the Central Bank's increase in the amount 

of money in the market by printing money causes 

inflation, the Central Bank can reduce the amount of 

money in the market by making adjustments to the 

reserve requirement ratios or disponibility rates when it 

deems it necessary. For example, by increasing reserve 

requirement ratios or disponibility rates, the Central 

Bank may increase the amount of money that deposit 

banks must hold within the Central Bank and may 

influence these banks to lend a smaller amount to the 

market and thus reduce the amount of banknotes in the 

market. The impact of this practice on the economy will 

also manifest itself through interest rates. The fact that 

banks can give less credit will lead to an increase in 

interest rates in the market. 
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3.2. Treasury-Central Bank Relationship in 

Indirect Borrowing 

The Treasury can also borrow by selling its short-

term bonds directly to the Central Bank. The amount 

that the Treasury has borrowed in this way is recorded 

as a credit to the account of the state at the Central 

Bank. Thus, by having the Central Bank break the bonds 

it issues, the Treasury receives the money created by the 

Central Bank through emissions and satisfies its debt 

requirement (Bulutoglu; 1989: 542). 

The Central Bank sells the bonds it buys from the 

Treasury to the banks and withdraws the accumulated 

money. If the Central Bank withdraws the money by 

selling the bonds it buys from the Treasury to the banks 

in a short period of time, there will be no noticeable 

increase in the amount of money circulating in the 

market. However, if the Central Bank does not 

immediately sell the bonds it has broken and keeps 

them, there will be an increase in the amount of money 

circulating in the market, which will have an 

inflationary effect as already stated. 

During the Central Bank's disposal of these bonds, a 

number of effects emerge in the market. With the 

introduction of these bonds by the Central Bank, there 

will be a decrease in the exchange rate of these bonds in 

the market and the bondholders will naturally want to 

dispose of the bonds they own. In such a case, the 
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Central Bank does not have to take any action either to 

increase the amount of money or to create money 

registered with banks. After all; When the amount of 

money does not increase, risking such price decreases, 

these demands of the bondholders will disappear as it 

will be very expensive to obtain money by selling the 

papers in question. However, the situation would be 

different if the public owned these bonds in large 

quantities and the vast majority of them wanted to 

dispose of them. The Central Bank will not be able to 

remain passive in the face of significant declines in the 

prices of these papers issued by the public sector by 

keeping the amount of money constant. In such a case, 

the state will not allow the bond securities to fall below 

a certain limit in order not to be damaged in terms of 

reputation and not to incur a greater interest as a result 

of re-borrowing the amount of the debts that are due to 

be paid (Haller; 1974: 267). The only way to achieve this 

is for the Central Bank to buy these papers through open 

market operations. But this time, there will be a risk 

that the public will not be prevented from disposing of 

the bonds. If the people are willing to bear these losses, 

they will continue to dispose of their securities 

whenever they need money, and the Central Bank will 

have to meet this and provide the necessary money. With 

the Central Bank's purchase of securities, the amount of 

money will increase and as a first effect, there will be an 

improvement in banks' ability to create registered 
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money. However, the Central Bank should impose a 

restriction on the amount of money recorded by 

commercial banks by implementing a statutory reserves 

policy. Otherwise, a stronger increase in money will 

occur in parallel with the registered money that the 

banks will create. 

As a result of all these practices, if the funds 

recorded as receivables to the Central Bank are taken by 

the state and the fund costs are paid to the creditors, the 

creditors will most likely deposit the money they receive 

in their own banks. Thanks to this, the deposits of 

commercial banks will increase and the volume of loans 

will increase. Thus, without a reduction in the available 

funds, the purchasing power spent by the state will be 

realized and no restrictive effect will occur. 

But if banks show a tendency to increase their credit, 

there will be an increase in aggregate demand and 

government borrowing will have an expansive effect on 

the economy (Eker; 1997: 269). 
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4. Empirical Study 

4.1. Methodology 

4.1.1. The Concept of Stability in Time Series 

and Unit Root Tests 

Time series are series that occur by sorting the 

values of the observed variables by time. Time series 

analysis, on the other hand, is a method that enables to 

make predictions about the future by using the 

observation values of previous periods. When making 

predictions about the future, it is assumed that the 

course of the time series in the past period will be in the 

same trend in the future (Kaplan, 2009: 35). 

The first thing to do in time series analysis is to 

determine the stagnation of the series. If a time series is 

static, its mean, variance, and common variance at 

various delays will be the same (Gujaratı, 1999: 713). 

However, if the time series is not static, the reasons for 

this are investigated and some methods are applied to 

reach the station. One of these is the Extended Dickey-

Fuller (ADF) Unit Root Test. This test says that the 

variables should be made static by taking their 

differences. Thus, by taking the difference d times of a 

non-stationary series and making it static, it is seen that 

the series is static from the dth degree and is expressed 

as I(d). 
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4.1.2. Causality Analysis 

The equations used for the Granger causality test are 

shown in (1) and (2): 

(1) 

(2) 

Whether X causes Y in the equation; 

H0 (X => Y ) : a12,1 = ...... = a12, m = 0 hypothesis,  

Whether Y causes X or not; 

H0 (Y => X ) : a21,1 = ...... = a21, m = 0 hypothesis is 

found by testing.. 

4.1.3. Regression and Correlation Analysis 

In the examination of the relationship between two 

or more variables, regression and correlation methods 

are used. The relationships between two variables are 

divided into simple regression analysis, and the 

relationships between more than two variables are 

divided into multiple regression analysis. In general, the 

basis of regression and correlation analysis is based on 

determining and measuring the shape, direction and 

degree of relationships between two or more variables. 

In regression, the shape of the relationships between the 

variables is tried to be determined numerically, while in 

the correlation, the degree of these relationships is 

revealed. 
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The linear relationship between two variables, one 

dependent and the other independent variable, can be 

formulated as follows: 

 (3) 

In equality (3); Y is the term dependent, X is the 

argument, ε error term. In order to be able to decide 

which of the observations will represent the dependent 

variable and which will represent the independent 

variable; it is necessary to decide which of these affects 

the other. This happens by knowing about observations. 

The method usually used to obtain the regression 

equation; The Least Squares Method (EKQM). The basis 

of ECQM is based on the fact that the sum of the squares 

of the deviations of the Y value from the regression line 

is minimal. In this sense, ECKY regression and 

arithmetic mean mean mean are the same thing (Çakıcı 

et al., 2003:139-167). 

The correlation coefficient is a measure that shows 

the degree of relationship between variables. Positive 

correlation when it takes values between 0 and 1; When 

it is valued between 0 and -1, there is a negative 

correlation. A correlation coefficient of 0 indicates that 

there is no relationship between the variables, while a 1 

or -1 indicates that an exact correlation exists. If the 

correlation coefficient is between 0 and 0.49, the 

relationship is weak, if it is between 0.5 and 0.74, there 

is a moderate relationship, and if it is between 0.75 and 
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1, there is a strong relationship. The sign of the 

correlation coefficient depends on the sign of the β 

coefficient in the regression equation. If the β is 

positive, the correlation is positive; If it is negative, the 

correlation is also negative (Akkaya and Pazarlıoğlu, 

1998: 85-86). 

4.2. Results 

4.2.1. Data Set and Variables 

In this study, the relationship between public debt 

stock and tax revenues in Turkey between 2000-2021 

was tested by time series analysis. First, logarithms of 

the data were taken to ignore the small fluctuations that 

the time series might show. Later, the Enhanced Dickey 

Fuller Test (ADF) was applied to determine the stability 

of the values of the series. In order to determine the 

causality relationship of the series with each other, the 

Granger Causality Test and the Regression and 

Correlation Analysis were performed to reveal the 

direction and degree of the relationship between the 

series. 

The course of these two variables in years under 

consideration is seen in Chart 1. PDS, Public Debt Stock 

used in the analysis; TR was used as an abbreviation for 

tax revenues. 
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Chart 1: PDS and TR Logarithmic Values 
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When the level value graphs of both series are 

examined, it is seen that they follow an increasing 

course according to the years. 

4.2.2. Unit Root Tests 

ADF Unit Root Test was applied to determine the 

stability. As a result of the test, it is shown in Table 1 

that both variables do not have a static structure at the 

level but can be static when the first differences are 

taken. The graphs of the stationary series, which are 

taken from the 1st degree, are given in Chart 2. 
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Chart 2: PDS and TR First Difference Values 
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Table 1: ADF Unit Root Test Results 

Variables Fixed Model Fixed-Trend Model 

PDS -2.1922(1) 0.4445(1) 

TR 0.1699(0) -1.7602(0) 

LNPDS -7.4376(0)* -7.1603(1)* 

LNTR -3.4186(0)** -3.8623(0)** 

(i) *,**,*** refers to stasis at the level of significance of 1%, 
5%, and 10%, respectively. 
(ii) The critical values for the constant are -3.80 for 1%, 5%, 
and 10%, respectively; -3,02; -2.65. 
(iii) Critical values for Fixed-Trend are -4.49% for 1%, 5%, 
and 10%, respectively; -3.65 is -3.26. 
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4.2.3. Granger Causality Test 

According to the results of the Granger Causality 

Test for the causality relationship between the series; At 

the 5% confidence interval, the hypothesis that PDS and 

TR are not the cause of the granger is rejected. The 

hypothesis that TR says PDS is not a Granger cause is 

accepted at the 5% importance level. Thus, a one-way 

causality relationship was found. 

Table 2: Granger Causality Test Results 

Ho Hypothesis F Value P Value of F Result 

PDS is not the granger 

cause of TR. 
11.236 0.001 Ho rejection 

TR is not the granger 

cause of PDS. 
0.9552 0.4069 

Ho 

acceptance 

4.2.4. Correlation and Regression Analysis 

When the results of regression analysis are 

interpreted in Table 3; since the probability of the 

coefficients is less than 1%; H0: rejection, H1: 

acceptance, and coefficients are meaningful. To 

determine whether the model is collectively significant, 

F probability is looked at, and since it is less than 5%, 

H0: red and H1: can be assumed that the model is 

meaningful. 
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Table 3. Regression Analysis Results (Dependent variable = 

PDS) 

VARIABLES COEFFICIENT 

CONSTANT -4.167 (-6.39)* 

TR 1.819 (15.45)* 

R² 0.922 

DW 2.0851 

F ist.(Prob.) 0.000 

Note: The numbers in parentheses are t-statistics. * signifies 
significance at the level of %1. 

It can be said that the "t" value of TR is statistically 

significant at a level close to 1% and the relationship is 

positive. The determination coefficient (R^2) of the 

model was found to be 0.92. Finally, the value of the 

D.W (Durbin-Watson) statistic (2.08) shows that there is 

no problem of sequential dependency between the error 

terms of the model. 

When the results of the regression analysis are 

interpreted from an economic point of view, it is 

understood that the relationship between the public debt 

stock and tax revenues is positive. The fact that the sign 

of TR is positive shows this. In the period 2000-2021, a 

1% increase in data revenue in Turkey is expected to 

create a 1.81% increase in the public debt stock. 
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Table 4. Results of Correlation Analysis 

Variables PDS TR 

PDS 1.0000 0.9605 

TR 0.9605 1.0000 

The positive relationship between the series 

obtained by regression analysis was also revealed in the 

Correlation Analysis. Table. When 4 is examined, we can 

say that the correlation between PDS and TR is positive 

(0.96) and there is a strong relationship. 

Conclusion 

In our study, it is tried to clarify the functional 

perspective between the state borrowing and obtaining 

tax revenue in the last 20 years in Turkey. The aim of 

the study is to "try to determine the strategies that the 

state has to implement for borrowing if it gives up its 

efforts to use tax revenues and the traces created by this 

practice in the economy. However, in the analysis of our 

study, tax revenues and public domestic debt figures 

were used as variables due to the content; An 

econometric analysis was carried out with these 

variables and their effects on our economy were 

emphasized. 

At the beginning of the conclusions drawn from this 

study, if the Central Bank source, which is the most 

important of the financing sources directly applied by 

the state for the period examined, is consulted, increases 
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in total consumption throughout the country are seen. 

However, the way in which the source provided by the 

state borrows from the Central Bank is used by the state 

leads to different effects on consumption. Because 

efforts to increase tax revenues reduce the consumption 

of households, public domestic borrowing has the effect 

of increasing total consumption because households 

create an expectation for the future. In addition, the 

effects on the total consumption of the country vary in 

terms of whether this resource obtained by the state is 

released to the market or used for different income 

groups. Therefore, in our study, we tried to reveal how 

the waiver of tax revenues, which we think will be a 

mechanism to trigger all these, can directly affect public 

debt as a priority. 

Far from increasing tax revenues, which is another 

result we have obtained from our study, the inflationary 

effects on the economy of giving up it and choosing the 

simpler way to borrow; It is also a proof of why tax 

revenues cannot be compromised to us. However, like all 

the governments that have taken office, the current 

government has continued to use the Central Bank fund, 

knowing that inflationary effects will occur. However, it 

is a known fact that trying to cover public deficits with 

borrowing instead of tax revenues will raise real 

interest rates and increase the debt burden even more. 

Therefore, interest payments will become unaffordable 
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and there will be a need to print more money; this will 

have the effect of raising inflation. 

As a result, public domestic borrowing, which is also 

described as an inflationary financing source, will not 

provide any return and will lead to further losses in the 

economy. When the results of the regression analysis are 

interpreted from an economic point of view, it is 

understood that the relationship between tax revenues 

and public debt stock is positive; The fact that the sign 

of TR is positive shows this. Although the increase in tax 

revenues is perceived as nominal, it may be thought-

provoking that the public debt stock increases further 

despite the increase in tax revenues; It is 

incomprehensible that the state, which is still oriented 

towards a public debt far exceeding tax revenues, has 

sacrificed tax revenues in recent years, especially 

through tax forgiveness, reduction and reconciliation. In 

the period 2000-2021, despite a 1% increase in tax 

revenue in Turkey, the expectation of creating an 

increase of 1.81% in the public debt stock is also a sign 

that the time has come for the state to abandon a 

number of policies implemented on taxation. The results 

of this analysis have actually made the following 

warnings to our economy. Resorting to public borrowing 

should not be a reason for preference as it is an easier 

and unresponsive way to collect taxes. The authority to 

print money should not be used to make domestic debt 

more conveniently. Along with monetary policies, fiscal 
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policies should also be implemented in a healthy way. 

Thus, the state should adopt the way of borrowing for 

economic purposes, not for financial purposes. 

Therefore, debts should not be tried to be covered by 

borrowing as they have been going on for years. Instead 

of trying to settle debt through borrowing, the tax 

revenues that are already the right of being a state 

should be collected fairly and on the basis of determined 

finalized amounts. Even if your debts are closed with the 

taxes collected, tax discipline should not be separated 

and tax revenues should be used for future investments. 
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