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Tiirkiye’s economic governance offers an early signal of a global shift. As fiscal and monetary space
narrows worldwide, states increasingly rely on technology-enabled coordination to preserve stability.
This outlook examines how substitution mechanisms and digital systems sustain policy continuity,
while warning that without institutional depth and human capital, stability risks becoming stagnation.
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Introduction

Global economic governance is entering a period of struc-
tural adjustment. A significant challenge facing both ad-
vanced and emerging economies is the diminishing ef-
fectiveness of conventional economic policies. For one,
monetary policy tightening is becoming increasingly
difficult to implement, while the cost of fuelling growth
through fiscal expansion is rising steeply. At the same time,
the political feasibility of structural reform has narrowed.

Turkiye has operated under such constraints for longer
than many advanced economies, some of which are only
now beginning to face them. This has encouraged greater
reliance on technological, institutional, and administrative
mechanisms alongside conventional tools. This policy
outlook examines Turkiye as an early adopter in a tech-
nology-driven global economic transition. It analyses how
states may deploy technology as a functional extension of
economic governance when traditional tools are consid-
ered insufficient. By situating Turkiye's experience within
a broader global shift, the outlook offers practical insights
into the emerging playbook of states in constrained policy
environments.

A Global Transition
Toward Technology-
Enabled Economic

Management

InIn both developed and emerging economies, there is an
erosion of traditional economic manoeuvre space. High
levels of public debt, an ageing population, and sluggish
productivity growth are exerting sustained pressure on
fiscal and monetary systems. Meanwhile, fragmentation in
global politics is undermining the stabilisation traditional-
ly provided by highly integrated systems of trade, capital
flows, and supply chains. This limits both the resolve and
the ability of governments to rely on interest rates, deficits,
and/or liberalisation as tools for economic management.
In this context, states are increasingly looking to technolo-
gy as an additional layer of economic management.

Technology is emerging as a pragmatic link between
constrained policy space and the need for economic
management continuity: when traditional levers
lose traction, states look for new tools that maintain
coordination, credibility, and capability. For purposes of
clarity in this paper, ‘substitution’ refers to a governance
mechanism through which states preserve policy
effectiveness when traditional fiscal, monetary, or
reform-based tools become constrained or politically
infeasible. Rather than altering formal policy frameworks,
substitution operates by modifying how policies are
executed, relying on administrative coordination, sectoral
targeting, and institutional control to compensate for

reduced macroeconomic leverage.

‘Technology-enabled coordination’ is the operational
layer that scales substitution. It uses digital systems and
strategic technologies to improve targeting, monitoring,
execution, and inter-agency alignment. This is being done
through data-driven public administration, technology in
critical sectors, digital finance, and the application of Al in
areas such as taxation, logistics, and energy. Rather than
replacing traditional tools, technology is increasingly used
to extend their operational effectiveness under political
and structural constraints. By increasing precision
and responsiveness, technology allows substitution
mechanisms to function effectively without resorting to
broad-based policy shifts. In constrained environments,
substitution defines the strategic response, while
technology-enabled coordination determines its viability
and durability. Relatedly, and often used interchangeably
in the literature, ‘technology-driven governance uses
technology to enhance decision-making, engagement
and public service delivery, while ensuring equity and
ethics.

The key challenge here is not innovation, but coordination
without disruption. Technology can then enable the
maintenance of continuity in economic management
while offsetting the diminished potency of comprehensive
system-wide policy tools. These are the main ways
technology can help government-level coordination:

Digital Systems and Policy
Execution

Digital systems change how policy is implemented
rather than what policy is. By improving data collection,
integration and real-time feedback, digital platforms
enable governments to move away from reliance on
coarse macroeconomic signalling toward more granular
forms of intervention. From an operational perspective,
digitalisation helps improve the monitoring and execution
of policies. This is achieved through the integration of
databases and administrative systems. This also helps
strengthen coordination among different agencies and
reduce the lag between policy implementation and its
outputs and outcomes. Precision becomes a substitute
for scale: targeted execution reduces fiscal leakage,
political backlash, and unintended spillovers, particularly
in environments where tolerance for broad tightening or
expansion is limited.

Strategic Technologies and
Industrial Anchors

Beyond administrative execution, strategic technologies
also serve as anchors of economic continuity. Sectors
such as defence, energy, logistics and advanced manufac-
turing offer states economic levers that are less influenced
by market fluctuations and external financing conditions.
Investment in these areas helps support economic growth
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and state coordination capacity. This approach aligns
closely with global trends toward strategic industrial pol-
icy. In most jurisdictions worldwide, strategic technologies
are recognised for both economic and strategic purposes.
Industrial capacity is used as an economic stabiliser rather
than an engine of economic growth. In this context, tech-
nology underwrites macroeconomic management rather
than replacing it.

This This global shift to preserve economic coordination
under constraint is neither uniform nor centrally planned,
but it is consistent in direction. In the US, large-scale indus-
trial policy initiatives such as the CHIPS Act rely heavily on
advanced manufacturing, automation, Al-based supply
chain management, and innovation policy to mitigate la-

bour shortages and strategic vulnerabilities. In the EU, dig-
ital public infrastructure, inter-state data frameworks, and
regulatory innovation are increasingly framed as tools to
sustain competitiveness amid fiscal discipline and demo-
graphic decline. China, which has a very different political
model, is embedding digital platforms, industrial Al, and
state-led data infrastructure directly into macroeconom-
ic and industrial planning to manage growth amid rising
debt and external pressures. These cases indicate that
governments are not turning their backs on orthodox eco-
nomics, but are, in effect, fine-tuning the way economic
management is delivered via technology.

This situation is described in greater detail in the table be-
low:
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The Turkish, American, European and Chinese cases all
point to a shared adjustment logic in contemporary eco-
nomic governance. Greater coordination and technolo-
gy-driven governance are no longer unique phenome-
na. Instead, they are increasingly seen as a new normal
through which governments seek continuity in a world
where traditional policy space is constrained.

With this in mind, technology-enabled substitution is not
without risk. The stabilising role of substitution relies on
the capacity of institutions, the integrity of data, and the
adaptability of governance. When these factors are under-
mined, substitution can create new vulnerabilities rather
than address existing ones. One of the biggest risks asso-
ciated with substitution is over-centralisation. With the in-
creasing role of technology in coordination, decision-mak-
ing power may become centralised, making it difficult for
local institutions to adjust policy implementation accord-
ing to changing circumstances. As technology succeeds
in calming volatility and expanding policy space, political
will to tackle underlying structural issues may wane. These
risks do not diminish the potential benefits of coordinated
technology use, but they highlight its conditional nature.
Without continued institutional investment and adapta-
tion, substitution can become a source of stagnation rath-
er than resilience.

Sequencing
Substitution

In practice, the adjustment follows a consistent sequence
in a cyclical pattern:

1. Structural constraints emerge: In this phase, fiscal and
monetary policy instruments or reforms stop working or
become politically infeasible.

2. Substitution replaces direct adjustment: Govern-
ments replace direct adjustment with formal changes in
other policies, administrative coordination and mecha-
nisms in sectors to sustain execution and continuity.

3. Technology scales substitution: Digital technologies
and strategic technologies improve targeting, monitoring,
and interagency alignment, increasing the precision and
reach of substituted mechanisms.

4. Institutional limits bind: The achieved substitutability
will also be subject to institutional constraints, including
data quality, the availability of a skilled workforce, and sys-
tem interoperability.

5 Pressure re-emerges indirectly: Restraints reappear as
reduced dynamism, implementation bottlenecks, or im-
pact disparities.

6. Cyclical recalibration follows: Adjustment becomes it-
erative, requiring periodic recalibration rather than one-off
resolution or permanent stabilisation.

This sequence is observable across diverse political and
institutional settings. For instance, in Japan, a period of
sustained low growth, deflation, and low interest rates neg-
atively affected the effectiveness of traditional monetary
policy. Rather than pursuing disruptive reform, economic
management increasingly relied on tighter administrative
coordination between fiscal authorities, industrial policy
agencies, and the central bank, supported by digital plan-
ning and monitoring systems. Technology helped syn-
chronise stimulus, credit allocation, and industrial support,
stabilising outcomes. Over time, however, the effectiveness
of this coordination became bound by demographic de-
cline, resulting in labour shortages and weak productivity
growth, illustrating how substitution can preserve stability
without restoring long-term dynamism.

In the United Kingdom (UK), post-crisis fiscal consolidation
and political resistance to broad tax increases constrained
traditional budgetary expansion. Thus, policy shifted to-
ward digitally mediated targeting in welfare and public
service delivery. Technology enabled more granular eli-
gibility assessment and monitoring, allowing execution to
substitute for scale. While this was effective in improving
cost control, it made claimants increasingly vulnerable to
data quality and institutional capacity constraints, which,
in turn, necessitated constant attention to regional and
social disparities. A similar outcome was found in Brazil,
where constitutional expenditure ceilings and persistent
fiscal constraints made extending social policy through a
conventional budgetary approach difficult, and the state
substituted digital social registries and targeted programs
to maintain coverage while containing costs. Technology
allowed for precise targeting and tracking without reform.
However, over time, the impact of the programs was lim-
ited by data accuracy, regional-level administrative divi-
sions, and politics surrounding eligibility, thereby reinforc-
ing the cyclical nature of substitution rather than reform
under constraint.

In South Korea, exposure to global trade cycles and sup-
ply chain disruptions has made market-driven industrial
adjustment less feasible amid recent geopolitical turbu-
lence. Instead of market-driven liberalisation and fiscal ex-
pansion, the state shifted towards the coordinated indus-
trial strategy enabled by digital infrastructure, advanced
manufacturing technology and data integration between
the state and industry. Technology-enabled coordination
among firms and industries has helped in building resil-
ience and continuity in exports. However, the success of
this strategy has increasingly become contingent on the
availability of skills, SME integration, and regulatory flex-
ibility, once again shifting the constraints to institutional
and human capital capacity.

Cumulatively, these examples illustrate that substitution is
not a country-specific phenomenon but a regular pattern
of response to limited policy environments. Technology
clearly prolongs the life of existing architectures by en-



https://www.un-ilibrary.org/content/papers/10.18356/30053307-68
https://www.jetro.go.jp/en/invest/attractive_sectors/ict/government_initiatives.html
https://www.jetro.go.jp/en/invest/attractive_sectors/ict/government_initiatives.html
https://www.imf.org/en/news/articles/2022/05/31/cf-japan-digitalization-can-add-momentum-for-economic-rebound
https://www.imf.org/external/pubs/ft/fandd/2020/03/pdf/fd0320.pdf
https://www.imf.org/external/pubs/ft/fandd/2020/03/pdf/fd0320.pdf
https://researchbriefings.files.parliament.uk/documents/POST-PN-0743/POST-PN-0743.pdf
https://www.researchgate.net/publication/390250474_Navigating_Digital_Welfare_A_Multi-Level_Maze
https://jssw.thebrpi.org/journals/jssw/Vol_13_2025/2.pdf
https://jssw.thebrpi.org/journals/jssw/Vol_13_2025/2.pdf
https://www.elibrary.imf.org/view/journals/018/2025/014/article-A001-en.xml
https://elaw.klri.re.kr/eng_mobile/viewer.do?hseq=61293&type=sogan&key=13
https://elaw.klri.re.kr/eng_mobile/viewer.do?hseq=61293&type=sogan&key=13

POLICY OUTLOOK

Istanbul Finance Center (Muhammed Enes Yildirim - Anadolu Agency)

hancing coordination and implementation capabilities but
does not remove the constraints.

Tiirkiye as an Early
Signal for Emerging
Global Practices

Turkiye's economic management has, for an extended
period, taken place under under conditions that limit the
consistent application of textbook policy solutions. This
has been shaped by sustained volatility, external financing
sensitivity and political limits on feasible policy responses.
At times, operating in such an environment necessitated
earlier experimentation with adaptive mechanisms. When
stability in the exchange rate, capital inflows, or orthodox
tightening itself was insufficient, alternative methods were
required to ensure continuous economic coordination.
These adaptations emerged incrementally, shaped by re-
peated exposure to binding structural limits.

The Turkish experienceincreasingly mirrorsthe challenges
now facing many advanced economies. Increasing debt
levels, demographic factors, and political polarisation are
also limiting traditional fiscal and monetary policy options
in these economies, but via different legal and institutional

mechanisms. Admittedly, while sources of constraint
may vary, the functional outcome is converging toward
reduced policy flexibility in search of supplementary tools
to manage economic complexity.

In Turkiyes case, the process of substitution has taken
several observable forms. Administrative coordination
has become more important to ensure that fiscal,
regulatory, and sectoral policies align when market
signals are insufficient. Strategic sectors have become
more important, and the role of state capacity in planning
and policy implementation has a more direct impact on
outcomes. Technology has been employed to enhance
targeting, monitoring and execution, enabling policy
interventions to be delivered with greater precision.

The dynamics of technology-driven governance become
clearer when Turkiye's experience is examined alongside
those of economies now encountering similar constraints.
In the area of fiscal capacity, Turkiye's early move toward
a comprehensive digital tax infrastructure reflected the
limits of rate-based or enforcement-led approaches in
an arguably volatile economic environment. Real-time
reporting was a means to extend the state’s reach without
triggering politically sensitive debates over taxation. This
is currently being adopted in [taly, driven by the need to
address debt levels and budget controls. The lesson is not
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about tax policy design, but about how states preserve
fiscal control when traditional levers become politically or
structurally unavailable.

The same trend can be observed in financial governance.
The formation of the digital payments system and the da-
ta-integrated supervision system in Turkiye was heavily
influenced by its sensitivity to external financing. Tech-
nology has helped ensure continuity through supervision
and coordination rather than liberalisation or control. In in-
dustrial policy, Turkiye's emphasis on technology-enabled
coordination in key sectors was shaped by geopolitical
exposure and limited access to external capital. The roles
of digital design, system integration, and coordinated pro-
curement have been important for building resilience and
export potential, even as macro conditions remained vola-
tile. The current recalibration in Germany, shaped by fiscal
rules, demographics, and supply chain risks, has taken a
similar turn. Strategic sectors are no longer seen as drivers
of expansion but as sources of continuity.

Collectively, these comparisons imply a deeper level of
congruence in economic governance. This is because the
sequencing of adjustments shifts from pressures on re-
form to those on management over time. The experience
of Turkiye is of particular interest because it allows us to
forecast how this form of economic governance develops
over time, where it stabilises, where it creates bottlenecks,
and where it begins to substitute flexibility for control. As
more economies enter this stage, initial experiences in
terms of understanding the operational implications of
economic governance via substitution become more im-
portant. The role of the Turkish experience is, therefore,
best understood as an initial signal of the trade-offs that
are involved.

Implications for
Growth, Stability and
Human Development

Looking ahead, the viability of technology-enabled gover-
nance in Turkiye (and elsewhere) will hinge on managing
emerging constraints associated with substitution mecha-
nisms rather than expanding them. There are a number of
pressure points that will shape the next phase, which are
as follows:

M As the system becomes more complex, processes will
become more challenging.

B Human capital will emerge as another constraint for the
system. Technology-assisted coordination will place great-
er emphasis on human capital, not only in the private sec-
tor but also in the public domain.

W With the rise of technology-assisted coordination, its via-
bility will also attach more importance to technical, analyt-
ical and management skills.

M Regional and sectoral balance will also assume more im-
portance.

M As precision targeting becomes increasingly important
for greater efficiency, the problem of disparities will also
become more significant due to uneven absorption capac-
ity.

The increasing use of technology in economic manage-
ment has important, and sometimes competing, implica-
tions for growth, stability, and human development. In the
near term, technology mainly supports stability and con-
tinuity. By helping coordinate, target, and implement poli-
cies, it enables policymakers to curtail volatility and ensure
the continuity of basic economic functions when fiscal,
monetary, and political constraints make traditional policy
options difficult to use. Technology, in this sense, plays a
stabilising rather than a growth-promoting role. However,
in the medium term, these growth effects will depend on
certain conditions. Technology can increase productivi-
ty, but only when combined with complementary invest-
ments. Digital technologies and strategic sectors such as
artificial intelligence do not automatically create sustained
growth effects in isolation. Productivity improvements
depend on skills formation, institutional learning and the
diffusion of capability across firms and regions. Otherwise,
technology-enabled governance will fine-tune within ex-
isting constraints rather than expanding the production
possibilities.

The outcomes of human development are also depend-
ent on similar factors. Technologically driven governance
can lead to better access to services and administrative
inclusion, but disparities in readiness across populations
to benefit from these can increase divergence among
regions, sectors and social groups. Skills development
emerges as a binding constraint in this scenario. This is
directly linked to the education sector, vocational train-
ing, and workforce reskilling, which ultimately determine
whether the technology available leads to wider inclusion
or remains confined to a limited part of the economy. Thus,
the central policy challenge for any government is balanc-
ing technology-enabled governance with longer-term de-
velopment goals.

Policy Considerations

As coordination mechanisms become more sophisticated,
so too must the balance among regional balance, labour
mobility, and institutional capacity. Where these aspects
move together, technology can enable continuity under
constraint as well as a transition to higher productivity and
more inclusive growth. Where they do not, stability may
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be preserved at the cost of dynamism and human devel-
opment. The following considerations outline areas where
policy calibration matters most.

m Shift from adoption to discipline

With technology integration into economic management,
the policy agenda must shift from deployment to respon-
sible governance that promotes stability without limiting
future growth and social cohesion.

m Deepen investment in strategic and
dual-use technologies

Focus on sectors such as energy infrastructure, defence
technologies, logistics, high-tech manufacturing, and Al
applications. These are enabling infrastructure sectors
that contribute to resilience, exports and productivity rath-
er than immediately promoting near-term growth.

m Strengthen digital infrastructure
interoperability

Achieve greater interoperability between platforms by
sharing standards, securing data transfer, and making
platforms compatible across agencies. Interoperability
maintains flexibility and ensures precision tools are not
drivers of administrative rigidity.

m Align education and workforce policy
with technology-led sectors

Reskill and align the workforce with technology-driven in-
dustries.

m Monitor distributional outcomes to
sustain social cohesion

Monitor the regional effects, labour market transitions and
access to new industries. Technology-enabled coordina-
tion can stabilise outcomes but may redistribute risks un-
evenly if left unmanaged.

m Build institutional learning and
feedback capacity to improve flexibility

Emphasise adaptive monitoring and revision mechanisms
that preserve flexibility as coordination deepens. Precision
tools need to remain adjustable as conditions evolve so
that the benefits of coordination do not get locked into rig-
id administrative structures.

Conclusion

Technology-enabled coordination is becoming a central
feature of economic governance where traditional policy
space is structurally constrained. Turkiye's experience is
informative because it reflects an earlier encounter with
conditions that are now becoming more widespread. At
the same time, the limits are clear. Technology-enabled
governance can stabilise outcomes and extend policy ca-
pacity, but it cannot indefinitely replace structural adjust-

ment. However, as reliance on administrative and digital
tools intensifies, bottlenecks arise in institutional capac-
ity, skill availability, and system interoperability. Without
complementary investment in human capital and regional
balance, as well as institutional development, stability may
be sustained at the cost of productivity and inclusiveness.

The policy question, therefore, is not how long stabilisation
can be maintained with technology-enabled governance,
but how long it can be sustained without a parallel build-
up in capacity. Turkiye's experience illustrates both the
utility and the boundaries of governing under constraint,
offering early insight into the trade-offs that emerge when
continuity is preserved through substitution rather than
reform. As more states enter this phase, the question is not
whether technology can extend policy space, because it
evidently can, but whether technology-enabled coordina-
tion can be prevented from becoming a new constraint.




