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 Development, renewal and competitiveness of an institution or an enterprise is 
dependent on its capability to compete with current market conditions. This capability 

requires continuous development and especially investments in relevant areas. This case 

applies to public institutions and organizations, too. This practical study addresses the 
appropriations and outlays allocated for research and development (R&D) activities for 

local administrations. The data used in the study were analyzed in consideration of the 

Turkish Statistical Institute (TUIK) data on “central government budget appropriations 
and outlays on research and development, 2014-2015”. The data acquired from TUIK 

were analyzed through the E-Views 8.0 software. Factors affecting the R&D 

investments were determined through regression and correlation analyses. Panel data 
analysis method was used in the analysis of the data. In consequence of the analysis 

regarding local administrations, 14 areas were determined for research and development 

activities. The investments on infrastructure works, housing, green areas, playgrounds 
and the Internet and information technologies were found to be the highest among these 

research and development areas. One interesting fact is that the local administrations 

with close relations with the ruling party have higher R&D budgets while the R&D 
budgets for other local administrations are very low or nonexistent. Another fact that 

was found is that the Turkish government is following a very unstable path in this 

respect, as shown by the fact that the budgets of some international organizations and 

enterprises allocated for research and development correspond to at least 10% of their 

general budget and by the comparison of this percentage with the budget allocated for 

research and development activities in Turkey. 
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INTRODUCTION 

 

 It is an important matter for enterprises and institutions to develop and renew themselves, to be able to 

compete and to have a structure at international level. This case applies to national and central governments, too. 

In this respect, the purpose of the Law no. 5746 which was promulgated in the Official Gazette no. 26814 of 12 

March 2008 is to make the Turkish economy capable of competing at international level. The mentioned law 

clearly supports the increase of productivity, continuity of production and products, innovation, decrease of 

costs, and use and commercialization of technological knowledge. One important aspect is to ensure the 

contribution of foreign capital by introducing it into the national economy and employment. One of the most 

important pillars of R&D works is to create qualified labor force and increase employment. This can be 

expressed as supporting the industrial sector, increasing incentives, intensive use of technology, improving 

competitiveness and cooperation and getting into competition with other world economies. It is important that 

R&D investments are provided especially by the state, because such support will provide permanent 

contribution to the national economy and thus contribute to the realization of transformational stability policies. 

R&D can be considered as an investment in future aimed at meeting social and economic needs and 

expectations. In other words, it can be referred to as the creation of new markets and developments of services, 

products, practices, methods and business models by improving the current conditions. An institution or country 

that does not carry out R&D works will not be able to compete with other institutions or countries. However, 
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today’s situation is that public expenditures on R&D in Turkey lag far behind those of many international 

corporate companies. This situation is not acceptable. A comparison of R&D expenditures in Turkey in 2013 

with the R&D expenditures of certain international companies shows that these companies’ expenditures are 3 

or 4 times bigger than those of Turkey. Volkswagen spends 13.5 billion dollars (the proportion of its R&D 

expenditures to its income is 5.2%), Samsung spends 13.4 billion dollars (the proportion of its R&D 

expenditures to its income is 6.4), Intel spends 10.6 billion dollars (the proportion of its R&D expenditures to its 

income is 20.1%), Microsoft spends 10.4 billion dollars (its proportion to income is 13.4%), and Roche spends 

10 billion dollars (the proportion of its R&D expenditures to its income is 19%). [19]. This shows how much 

importance companies attach to research and development. 

 

Theoretical framework: 

 It is observed that in Turkey, R&D activities are more intensively carried out in the field of e-state and 

information technologies in order to ensure efficient functioning of state institutions [2]. The Justice and 

Development Party (AKP) which came into power in 2002, has also prioritized e-state model in R&D 

investments. It can be considered as an activity aimed at quick accessibility, transparency, ease, use of 

technology and most importantly, quick and effective management of state-citizen relationship [17]. Today’s 

developing economy and increasing competition have motivated national governments and enterprises towards 

technological superiority. This increases the investments in technology and R&D [8]. The subventions for R&D 

activities and the tax incentives and discounts related to supply systems which are provided by the public 

administration and the political authority also contribute to the importance attached by enterprises to R&D 

activities [5]. However, in spite of the discounts and incentives, Turkey is still not at the same level as advanced 

countries in terms of R&D, and it has abstained from this [5]. A 2002 report of OECD shows the remarkable tax 

practices, discounts and incentives of developed countries towards the enterprises and institutions in their own 

countries in order to encourage them to carry out R&D [13-3]. For developed and developing countries, the 

competitiveness of new products and inventions with those of other countries within the framework of 

trademark and patent provides benefits for respective countries by enhancing their economies [3-7]. The Lisbon 

Strategy which was adopted on 23-24 March 2000 shows that R&D and projection of the future are an important 

issue for the EU. According to this strategic project, the EU decided to allocate 3% of its GDP for R&D 

activities and set concrete objectives [4]. For the EU’s practices related to R&D outlays and incentives, 2003 

was taken as a base year, and the future investments and incentives were determined on the basis of this year. 

However, it has been observed that based on 2003, the EU member countries have been encouraged for 

implementing R&D incentives for many enterprises and local administrations, and they have been supported 

especially for tax discounts and credits [11-12-16-15]. One of the most important issues in Turkey is the 

problems related to urban and local 1administrations. It is a well-known fact that local administrations must 

constantly develop and improve themselves in relation to the physical, technical and infrastructural problems 

[9]. Besides, the specific needs of the local administrations regarding their activities with enterprises and the 

finding solutions to these needs also constitute a problem [10]. R&D activities for new developments and 

technical works for the needs of local administrations and for the desired services or other needs are important 

in this respect [14]. The local administration practices in developed countries are more solution-focused and 

they are targeted at determination of potential problems. Among these practices, R&D works have an important 

role [14]. It is observed that in countries with higher populations or in countries with a high level of touristic 

activities, R&D works are considered more important, and the central governments support local administrations 

in this respect (6). Today, local administrations carry out more project management practices in R&D activities 

[14]. Besides, institutional management, financial management, infrastructure works, technical service, and 

especially modern management techniques are among the most focused areas in R&D activities [18]. The most 

important current problems in developed countries such as immigration, population growth and new emerging 

needs differentiate the new project productions and the conceptions of project at the level of provinces, and 

there are outstanding works on the mechanisms to produce solutions and overcome the problems [14]. Local 

administrations attempt to fund their R&D costs related to such potential problems or current problems either 

through EU grant projects or through the limited support of the state. This prevents local administrations from 

working actively and more productively [1].   

 

Purpose, scope, method and constraints: 

 This study aims to analyze the appropriations allocated from the central government budget for research 

and development activities in comparison with the previous years. The study was prepared on the basis of 

TUIK-News Release / Central Government Budget Appropriations and Outlays on Research and Development 

2014-2015 Indices. Variables were determined for the period of 2014-2015. According to the calculations on the 

central government budget, the outlay in 2014 decreased by 3.73% according to the previous year, and the total 

amount was 5 billion 611 million TRY. It has been observed that the proportion of R&D expenditures in the 

GDP in 2014 was 0.32%, and its share in the central government expenditures was 1.12%. For 2013, these 
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shares were 0.37% and 1.28%, respectively. This shows that R&D investments decreased from the previous 

year. This situations requires our study to be constrained to the activities between 2013 and 2015.  

 

Data Analysis: 

 The data acquired in this study were analyzed through the E-Views 8.0 software. Factors affecting the R&D 

investments were determined through regression and correlation analyses. Panel data analysis method was used 

in the analysis of the data. 

 

Hypotheses of the Study: 

 H0: There is no relation among the variables. 

 H0: There is no trend relation with R&D outlays. 

 

Implementation and Analyses: 

Summary of Variables: 

 Following variables were considered between 2014 and 2015: 

 Discovery and use of earth 

 Environment 

 Discovery and use of space 

 Transportation, telecommunication and other infrastructures 

 Energy 

 Industrial production and technology 

 Health 

 Agriculture 

 Education 

 Culture, entertainment, religion and mass media 

 Political and social systems, structures and processes 

 General knowledge development: R&D (funded from the General University Funds) 

 General knowledge development: R&D (funded from other resources) 

 Defense 

 

Correlation Analysis: 

H0: There is no relation among the variables.  

 Below are the results of the correlation analysis.  

 There is a high-level correlation of 97% between the R&D outlays in 2014 for all sectors and the R&D 

outlays in 2015. 

 
Table 1: Pearson correlation 

YEARS YEAR2014 YEAR2015 

YEAR2014 1.000000 0.975520 

YEAR2015 0.975520 1.000000 

 

H0: There is no trend relation with R&D outlays. 

 The regression analysis which examined the employment index and other labor statistics together yielded 

the following results.  

 A one-unit increase in the R&D outlays in 2014 positively affects the R&D outlays in 2015 by 0.87 unit.  

 At the level of similar R&D outlays, total investment will increase by 10.827.674 TRY in each year. 

 

Table 2: R&D Outlays Regression 
Variable Coefficient Std. Error t-Statistic Prob. 

YIL2014 0.876232 0.063012 13.90587 0.0000 

@TREND 10827674 6619799. 1.635650 0.1279 

R-squared 0.956204 Mean dependent yes 4.18E+08 

Adjusted R-squared 0.952554 S.D. dependent yes 6.73E+08 

S.E. of regression 1.47E+08 Akaike info criterion 40.57507 

Sum squared resid 2.58E+17 Schwarz criterion 40.66637 

Log likelihood -282.0255 Hannan-Quinn criter. 40.56662 

Durbin-Watson stat 1.434951    

 

Conclusion and assessment: 

 There is a high-level correlation of 97% between the R&D outlays in 2014 for all sectors and the R&D 

outlays in 2015. 
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 A one-unit increase in the R&D outlays in 2014 positively affects the R&D outlays in 2015 by 0.87 unit. 

 At the level of similar R&D outlays, total investment will increase by 10.827.674 TRY in each year. 

 Considering R&D activities in an institutional or individual sense can be seen as an incorrect concept, 

because R&D should be considered as a whole and the emphasis should be laid on the fact that it will provide 

multiple social and international benefits. The results acquired in this study clearly indicate the deficiency of the 

support provided by the public sector for research and development in Turkey. Besides, it has been observed 

that local administrations are attempting to create benefits through their own possibilities and opportunities for 

research and development, and they carry out a number of activities through the EU grant projects. Another fact 

that was detected is that local administrations are lagging behind in terms of many projects due to insufficient 

budgets and therefore they do not support R&D activities. R&D activities in local administrations are mostly 

focused on infrastructure works, the Internet technology and environment. Another issue is that local 

administrations with smaller budgets are unaware of R&D or they never carry out R&D activities. In many of 

the local administrations with insufficient economic power, there is either no R&D department or the existing 

R&D departments are inactive and have no staff. The results of local and general elections have an important 

effect on the investments in R&D; the local administrations that are close to the ruling party seem to have more 

chance in terms of R&D. In 2014 and 2015, research and development projects have been produced or are being 

produced in 14 different areas.  
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