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ABSTRACT

Saturation of the developed markets pushes multinational corporations (MNCs) to newly emerging markets for business expansion. As emerging markets provide growth opportunities for multinational businesses, the development and implementation of marketing strategies are critical for the success of MNCs in these newly emerging markets. Emerging market conditions differ significantly from those of the developed world markets and these conditions affect firm’s performance. Therefore, understanding market conditions of an emerging market is likely to become an increasingly important issue. Credit card companies have also expanded quickly into the emerging markets in order to exploit the opportunities that are provided by the emerging markets. Credit card usage pattern of emerging markets also differs from those of well-developed markets in important ways. Understanding the factors that explain consumer behavior of credit card users in emerging markets could provide an essential insights to marketing strategists of financial services, retailers, and businesses in promoting use of credit cards. Thus, this paper considers the consumer behavior of credit card users in emerging markets in the light of Turkish experience. 

INTRODUCTION

Marketing managers can no longer rely on only domestic markets to ensure their firm’s long-term survival. Globalization, fierce competition, and saturation of the developed markets can be considered as influential factors that push multinational corporations (MNCs) to newly emerging markets for business expansion (Nakata and Sivakumar, 1997). The last two decades of capital market history has witnessed a dramatic expansion of global investors to emerging markets in Asia, South America, Africa, the Middle East, and Eastern Europe (Goetzmann and Jorion, 1999). Countries that are committed to privatization, liberalization of domestic markets, and the development of domestic stock markets, are more likely to attract foreign investments (Tarzi, 2000). In other words, investors increasingly recognize the significance of emerging markets. 

International Trade Administration (ITA) declares that the greatest commercial opportunities are to be found in the Big Emerging Markets (BEMs). According to ITA public release, BEM Gross Domestic Product is currently 25 percent of that of the industrialized world, and by 2010, is expected to be 50 percent of that of the industrialized world. Moreover, BEMs, comprising half the world’s population, are expected to double their share of the world’s imports to nearly 27 percent by 2010, and no other category of markets shows such dramatic growth potential (International Trade Administration, 1997). U.S. Department of Commerce identifies 10 foreign nations as the BEMs of the upcoming century, markets where the potential for trade growth is the greatest: 1. China, 2. Indonesia, 3. India, 4. South Korea, 5. Mexico, 6. Argentina, 7. Brazil, 8. Poland, 9. Turkey, and 10. South Africa (International Trade Administration, 1997). Because of the economic development and growth, many foreign companies are investing, entering, and competing aggressively in emerging markets. Emerging markets provide many advantages for MNCs; however, at the same time, emerging markets present significant detractions for entering firms (Friedman and Kim, 1988).

Emerging market conditions differ significantly from those of the developed world markets (Frazier, Gill and Kale, 1989) and these conditions affect firm’s strategies and performance (Terpstra and Sarathy, 1994). Cross-cultural differences affect the performance of the MNCs that are exploiting commercial opportunities abroad. No firm is able to provide perfect products or services, especially outside its home country where the product/service operating condition may not be the same as in its home country. As the economies of these nations grow and evolve, their needs and wants have been also changing. MNCs have to anticipate and respond to these potential shifts in demand. Put differently, as previously protected emerging markets continue to provide growth opportunities for multinational businesses, the development and implementation of marketing strategies are critical for the success of MNCs in these newly emerging markets. Therefore, understanding the cultural differences and market conditions of an emerging market is likely to become an increasingly important issue for academic researchers and marketing practitioners. 

The credit card companies have also expanded quickly into the emerging markets in order to exploit the opportunities that are provided by the emerging markets. Credit card usage pattern of emerging markets also differs from those of well-developed markets in important ways. The factors that affect credit card usage pattern of consumers in emerging markets and the implications of these factors for developing marketing strategies may not be the same as those for well-developed markets. Understanding the factors that explain consumer behavior of credit card users in emerging markets could provide an essential insights to marketing strategists of financial services, retailers, and businesses in promoting use of credit cards. The consumer credit card market is reaching the saturation point, so the industry needs to develop marketing strategies that appeal to changing customer needs in order to encourage credit card usage, especially for the BEMs. 

The emerging market selected for this study is Turkey, designated as a BEM by the U.S. Department of Commerce, which offers tremendous market opportunities for MNCs.  Turkey with a fast rate of economic growth also offers several strategic advantages to foreign investors in terms of its market size, infrastructure, and market attractiveness. Therefore, over the past two decades, Turkey has noted a substantial increase in the level of annual foreign direct investment (Erdal and Tatoglu, 2002). This paper considers the consumer behavior of credit card users in emerging markets in the light of Turkish experience. Understanding attitudes and credit card usage behavior may affect the development of marketing strategies of credit card companies. Equipped with this kind of knowledge, credit card companies may be able to change consumer attitudes towards using and owning credit cards. Many credit card issuing banks in Turkey do not know what their credit card customers want, or they do not know how to find out what their customers expect. 

In conclusion, the objectives of this research is to examine: 

(1) To what extent Turkish consumers prefer to use credit cards in specific purchase situations,

(2) How knowledgeable consumers are concerning the terms and conditions in credit card agreement in an emerging market,

(3) Behavioral tendencies of emerging market consumers’ in the use of credit cards.

CREDIT CARD MARKET IN TURKEY

As the credit card use and ownership have been expanding around the globe, credit cards become as a major source in the financing of consumer purchases and a method of money transmission. Credit cards serve two distinct functions for consumers: (1) a means of payment and (2) a source of credit.  The popularity of credit cards as a payment medium has been attributed to convenience of not carrying cash. Over the last two decades, significant changes have been occurring in the credit card market. As a result of saturated demand levels in developed countries, credit card companies have been moving into emerging markets for cultivation benefits of these markets. With increased levels of socio-economic and technological development, credit card usage particularly has been increasing in developing countries. 

In recent years, Turkish credit card market has been also changing rapidly as its doors open to the global economy. Seeing profit opportunities, more credit card brands have been entering the Turkish market. Due to Turkish credit card companies’ aggressive market expansion and promotion strategies together with the convenience of using credit card, increasing number of consumers tend to use credit card. At the beginning usage of credit cards had been very limited. They were used for the most part in upscale hotels and restaurants and retail stores, mostly in major urban centers (Kaynak and Harcar, 2001). However, later significant changes occurred in Turkish credit card market. Credit card ownership and use have expanded very rapidly in Turkey. Table 1 illustrates the dramatic increase in the number of credit cards issued in Turkey. 

Table 1 Number of Credit Cards Issued in Turkey

	
	1999
	2000
	2001
	2002
	2003
	2004
	2005

	Visa
	6.687.284
	8.280.783
	7.829.906
	7.947.302
	9.572.460
	13.202.147
	15.989.986

	MasterCard
	3.306.237
	5.068.747
	6.102.024
	7.718.049
	10.255.667
	13.450.664
	13.963.095

	Other
	52.122
	58.947
	64.876
	40.019
	35.040
	28.317
	25.162

	TOTAL
	10.045.643
	13.408.477
	13.996.806
	15.705.370
	19.863.167
	26.681.128
	29.978.243


Source: The Interbank Card Centre (BKM), Yearly Statistics Reports (2005) (12)

Domestic transaction volume of credit cards is shown in Table 2. Domestic transaction volume of credit cards in Turkey has increased from 5.315 million New Turkish Liras (YTL) to 86.494 New Turkish Liras (YTL) between 1999 and 2005. This statistics demonstrate the growing appeal of credit cards to consumers. Credit card sector is very promising in Turkey. 

Table 2 Domestic Transaction Volume of Credit Cards (Million YTL)
	
	1999
	2000
	2001
	2002
	2003
	2004
	2005

	Purchase
	3.797
	7.749
	12.679
	22.567
	36.064
	59.035
	78.042

	Cash Advance
	1.518
	2.749
	2.449
	3.046
	4.270
	6.653
	8.452

	TOTAL
	5.315
	10.498
	15.128
	25.613
	40.334
	65.688
	86.494


Source: The Interbank Card Centre (BKM), Yearly Statistics Reports (2005) (12)

Turkish consumers’ preferences about the means of payment show variances according to the product or service that they buy. Master Index Market Research (2002) findings indicate the fact that Turkish consumers, those who have credit card, prefer to use cash mostly in book stores, grocery stores, and night clubs/bars. As it can be seen from the Table 3, credit card is mostly preferred for the payments of clothing, gasoline, and supermarket. On the other hand, consumers prefer to use other forms of payment such as installment, bank credit while they are making shopping in electronics and furniture stores. Thus, in Turkish society cash is the most prevalent payment method. On the other hand, credit card usage has been becoming more prevalent as a means of payment in Turkey. In conclusion, the importance of credit cards as a payment medium to today’s Turkish consumers is no longer debatable.
Table 3 Preferred Means of Payment in Turkish Retail Outlets

	Business
	Payment Means

	
	Cash %
	Debit Card %
	Credit Card %
	Other Forms of Payment %

	Airlines
	69
	2
	25
	3

	Book Store
	81
	1
	16
	2

	Clothing Store
	28
	2
	68
	2

	Education/School
	77
	0.4
	14
	9

	Electronics Store
	42
	1
	24
	33

	Furniture Store
	36
	2
	30
	32

	Grocery
	81
	1
	15
	3

	Health Institution/Hospital
	76
	1
	17
	6

	Hotel 
	65
	1
	32
	2

	Night Club/ Bar
	78
	0.4
	20
	1

	Petrol Station
	30
	1
	67
	2

	Rent Car
	75
	2
	21
	2

	Restaurant
	65
	1
	33
	1

	Supermarket 
	37
	2
	61
	1

	Travel Agency
	70
	2
	26
	2


Source: Master Index Market Research, November 2002. 

METHODOLOGY

The main population of this study was confined to all credit card users in Turkey who have access to the Internet. The questionnaire form was displayed for three weeks on www.isletme.istanbul.edu.tr web site. Structured questionnaire was used as a means of data collection and respondents answered the questionnaire directly. During the three-week exhibition of the questionnaire on the Internet, a total of 948 useable questionnaires were collected and used out of 1210 for this research.

Five variable sets were measured in this study. The operation of these variables is described below:

(1) Credit card ownership: Respondents were asked if they own any credit cards, and if so, how many.

(2) Knowledge of terms and conditions in credit card agreement: Turkish consumers’ knowledge about the terms and conditions in credit card agreement was measured by four point scale (1= I don’t have any information, 2= I have little information, 3= I have moderate level of information, 4= I have complete information).

(3) Credit card debt payment: Respondents were also asked how they make their credit card debt payments [1= While I am making my credit card debt payment for the specific billing period, I often prefer to pay minimum payment (minimum payment). 2= While I am making my credit card debt payment for the specific billing period, I decide the amount of payment according to my budget (partial payment), 3= While I am making my credit card debt payment for the specific billing period, I often prefer to pay my total debt (complete payment)]. 

(4) Volume of credit card expenditures: In order to learn Turkish consumers’ volume of credit card expenditures, respondents were asked to give response to the question, “Approximately what percent of your monthly expenditures are paid by credit card?”. 

(5) Credit card usage pattern: Turkish consumers’ willingness to use credit cards in a specific purchase situation was measured by using five-point scale (0= I don’t have this kind of expenditure, 1= I Never use credit card for this type of purchase, 2= I Sometimes use credit card for this type of purchase, 3= I Often use credit card for this type of purchase, 4= I Always use credit card for this type of purchase). 16 specific purchase situations were given and respondents were asked in which purchase situation they prefer to use credit cards most frequently: Petrol station, grocery, consumer and white goods shops, drugstore/pharmacy, department stores, education institutions, clothing and shoes stores, airlines, restaurant / night club / bar, furniture store, hotel/travel agency, transportation (train, bus, ferryboat) hospitals and health institutions (medical doctor and dentist), bazaar, supermarket, and construction equipment/material markets.

FINDINGS OF THE STUDY
To describe the Turkish consumers’ credit card usage pattern, descriptive research was used. Due to the descriptive nature of this research, descriptive statistics of SPSS 14.0 for Windows was used to find the answers of the research questions. 

Demographic and Socio-Economic Characteristics of Respondents

Table 4 summaries the demographic and socio-economic characteristics of 948 respondents. An analysis of the socioeconomic characteristics of the respondents revealed that males comprised 56.3 percent of the sample population. Of the total survey respondents, 5.4 percent had high school or less education; on the other hand, 94.6 percent had university or more education. Moreover, 51.8 percent of the respondents were in the age group 24-33.

Credit Card Ownership

As the data in Table 5 indicates 96.7 percent of the respondents had at least one credit card. A large proportion of the respondents (31.9 %) owned only two credit cards. However, 24.7 percent owned three credit cards, 10.2 percent owned four credit cards and 12.3 percent had five or more than five credit cards. 

Table 4 Demographic and Socio-Economic Characteristics of Respondents

	GENDER



	
	Frequency
	Percent

	Female
	414
	43.7%

	Male
	534
	56.3%

	TOTAL
	948
	100%

	AGE

	
	Frequency
	Percent

	18 and below
	1
	.1%

	19-23
	129
	13.6%

	24-28
	281
	29.6%

	29-33
	210
	22.2%

	34-38
	140
	14.8%

	39-43
	92
	9.7%

	44-48
	53
	5.6%

	49-53
	20
	2.1%

	54-58
	14
	1.5%

	59-63
	6
	.6%

	64 and above
	2
	.2%

	TOTAL
	948
	100%

	EDUCATION

	
	Frequency
	Percent

	Primary School
	1
	.1%

	Secondary School
	4
	.4%

	High School
	46
	4.9%

	University
	519
	54.7%

	Graduate Studies (MBA, Ph.D., etc.)
	378
	39.9%

	ToTAL
	948
	100%


Table 5 Credit Card Ownership

	Number of Credit Cards
	Frequency
	Percent

	0
	31
	3.3%

	1
	167
	17.6%

	2
	302
	31.9%

	3
	234
	24.7%

	4
	97
	10.2%

	5 and above
	117
	12.3%

	TOTAL
	948
	100%


Knowledge about the Terms and Conditions in Credit Card Agreement
Knowledge of Turkish consumers’ about the terms and conditions in credit card agreement can be seen in Table 6. Majority of the 948 respondents (80.3 %) had no information or had little information about the terms and conditions in credit card agreement. On the other hand, a total of 19.7 percent of the respondents said they had moderate level of information or complete information about the terms and conditions in credit card agreement.

Table 6 Knowledge about Terms and Conditions in Credit Card Agreement
	Degree of Information
	Frequency
	Percent

	I don’t have any information
	203
	21.4%

	I have little information
	558
	58.9%

	I have moderate level of  information
	146
	15.4%

	I have complete information
	41
	4.3%

	TOTAL
	948
	100%


Credit Card Debt Payment Preference
As Table 7 indicates a significant majority of the Turkish credit cardholders (83.5%) preferred to make complete payment while they are making their credit card debt payment for the specific billing period.  Whereas, 12.5 percent of the respondents decide the amount of payment according to their budget (partial payment) while they are making their credit card payment. Minimum payment (4%) was the least preferred debt payment option among the Turkish credit cardholders. 

Table 7 Credit Card Debt Payment Preference

	Credit Card Debt Payment Preference
	Frequency
	Percent

	Minimum Payment
	38
	4.0%

	Partial Payment
	118
	12.5%

	Complete Payment
	792
	83.5%

	TOTAL
	948
	100%


Volume of Credit Card Expenditures

Table 8 displays the proportion of expenditures that were made by credit cards to monthly total expenditures. 17. 7 percent of the respondents stated that 70-80 percent of their monthly expenditures was paid by using credit cards. Furthermore, 15.8 percent of the respondents declared that their credit card expenses constituted 80-90 percent of their total expenses. Volume of expenditures that were made by using credit card constituted the significant share of the total expenditures of Turkish credit cardholders. 60.6 percent of the respondents’ credit card expenditures was over the 50 percent of their total expenditures. The results of volume of credit card analysis supported the fact that Turkish consumers were using credit cards more likely during their transactions. 

Table 8 Volume of Credit Card Expenditures

	Proportion of Credit Card Expenditures to Total Expenditures
	Frequency
	Percent

	0%-10%
	58
	6.1%

	10%-20%
	60
	6.3%

	20%-30%
	61
	6.4%

	30%-40%
	92
	9.7%

	40%-50%
	102
	10.8%

	50%-60%
	61
	6.4%

	60%-70%
	124
	13.1%

	70%-80%
	168
	17.7%

	80%-%90%
	150
	15.8%

	90% and above
	72
	7.6%


Credit Card Usage Patterns 
16 specific purchase situations were given and respondents were asked in which purchase situation they prefer to use credit cards most frequently. Table 9 indicates the credit card usage frequency of Turkish consumers in specific purchase situations. Credit card usage willingness was analyzed in the context of individual types of purchases and respondents who did not have specific kind of expenditures for the given purchase situation were excluded from the analysis. Therefore, total of respondents in each type of purchase situation was different. For instance, of the 948 respondents, who attended the questionnaire, only 711 respondents had petrol expenditure and 48.5% of those, who had petrol expenditure, often preferred to use their credit cards in petrol stations. 
A significant majority of the Turkish credit cardholders often or always used their credit cards mostly in clothing and shoe stores (89.3%), department stores (87%), petrol stations (85.6%) and supermarkets (81.8%). The results also indicate that people were not willing to use their credit cards in bazaars and groceries. Those, who had bazaar and grocery expenditures, stated that they never used credit cards in bazaars (83.7%) and groceries (47.8%). Findings also revealed that Turkish credit cardholders used their cards more frequently in hotels/travel agencies (74.6%), airlines (73.8%), and restaurants (72.7%) than education institution (37.6%), drugstore (47.5%) and transportation (50.9%).  

Table 9 Credit Card Usage Patterns
	Airlines

	 
	Frequency
	Percent

	Never use credit card
	79
	11.4

	Sometimes use credit card
	103
	14.8

	Often use credit card
	320
	46.1

	Always use credit card
	192
	27.7

	Total
	694
	100.0

	Bazaars

	 
	Frequency
	Percent

	Never use credit card
	627
	83.7

	Sometimes use credit card
	70
	9.3

	Often use credit card
	29
	3.9

	Always use credit card
	23
	3.1

	Total
	749
	100.0

	Clothing and Shoe Stores

	 
	Frequency
	Percent

	Never use credit card
	31
	3.3

	Sometimes use credit card
	69
	7.4

	Often use credit card
	617
	66

	Always use credit card
	218
	23.3

	Total
	935
	100.0

	Consumer and White Goods Shops

	 
	Frequency
	Percent

	Never use credit card
	76
	8.7

	Sometimes use credit card
	212
	24.2

	Often use credit card
	406
	46.3

	Always use credit card
	182
	20.8

	Total
	876
	100

	Construction Equipment/Material Markets

	 
	Frequency
	Percent

	Never use credit card
	94
	14.5

	Sometimes use credit card
	140
	21.6

	Often use credit card
	289
	44.5

	Always use credit card
	126
	19.4

	Total
	649
	100.0

	
	
	

	Department Stores

	 
	Frequency
	Percent

	Never use credit card
	38
	4.1

	Sometimes use credit card
	83
	8.9

	Often use credit card
	557
	59.8

	Always use credit card
	253
	27.2

	Total
	931
	100

	Drugstore/Pharmacy

	
 
	Frequency
	Percent

	Never use credit card
	167
	18.8

	Sometimes use credit card
	300
	33.7

	Often use credit card
	311
	34.9

	Always use credit card
	112
	12.6

	Total
	890
	100

	Education Institutions

	 
	Frequency
	Percent

	Never use credit card
	221
	31.1

	Sometimes use credit card
	222
	31.3

	Often use credit card
	181
	25.5

	Always use credit card
	86
	12.1

	Total
	710
	100.0

	Furniture Stores

	 
	Frequency
	Percent

	Never use credit card
	117
	15.9

	Sometimes use credit card
	209
	28.5

	Often use credit card
	286
	39.0

	Always use credit card
	122
	16.6

	Total
	734
	100.0

	Grocery

	 
	Frequency
	Percent

	Never use credit card
	408
	47.8

	Sometimes use credit card
	270
	31.7

	Often use credit card
	136
	15.9

	Always use credit card
	39
	4.6

	Total
	853
	100

	Health Institutions (Hospitals, Medical Doctor, Dentist)

	 
	Frequency
	Percent

	Never use credit card
	144
	17.1

	Sometimes use credit card
	195
	23.2

	Often use credit card
	351
	41.7

	Always use credit card
	152
	18.1

	Total
	842
	100.0

	

	Hotel/Travel Agency

	 
	Frequency
	Percent

	Never use credit card
	70
	8.3

	Sometimes use credit card
	143
	17.1

	Often use credit card
	424
	50.5

	Always use credit card
	202
	24.1

	Total
	839
	100.0

	Petrol Station

	 
	Frequency
	Percent

	Never use credit card
	39
	5.5

	Sometimes use credit card
	63
	8.9

	Often use credit card
	345
	48.5

	Always use credit card
	264
	37.1

	Total
	711
	100

	Restaurant / Night Club / Bar

	 
	Frequency
	Percent

	Never use credit card
	53
	5.7

	Sometimes use credit card
	201
	21.6

	Often use credit card
	542
	58.3

	Always use credit card
	134
	14.4

	Total
	930
	100.0

	Supermarket

	 
	Frequency
	Percent

	Never use credit card
	34
	3.6

	Sometimes use credit card
	137
	14.6

	Often use credit card
	570
	60.9

	Always use credit card
	195
	20.9

	Total
	936
	100.0

	Transportation (Train, Bus, Ferryboat)

	 
	Frequency
	Percent

	Never use credit card
	196
	22.0

	Sometimes use credit card
	241
	27.1

	Often use credit card
	343
	38.5

	Always use credit card
	110
	12.4

	Total
	890
	100.0


CONCLUSIONS AND POLICY IMPLICATIONS

The consumer credit card market is reaching the saturation point in developed markets. So the multinational credit card companies need to develop effective strategies that appeal to changing customer needs of the growing emerging markets in order to exploit commercial opportunities of these markets. It is clear that developing effective marketing strategies in an emerging market should be accompanied by an understanding of the market’s conditions. These conditions represent a wide range of potential influences on business performance, and are distinct from those in developed countries. Credit card usage pattern of emerging markets also differs from those of well-developed markets in important ways. The factors that affect credit card usage pattern of consumers in emerging markets and the implications of these factors for developing marketing strategies may not be the same as those for well-developed markets. Although credit card ownership and usage is in a stage of rapid development in Turkey, there has been a substantial increase in its acceptance and usage in recent years.

The findings of this study have important implications because credit card companies will be especially interested in credit card expenditure categories such as travel, grocery, clothing and petrol purchases in order to develop new promotion programs for both retailers and financial service providers to encourage credit card usage among consumers. The results of this study indicated that a significant portion of the Turkish cardholders use credit cards in clothing and shoe stores (89.3%), department stores (87%), petrol stations (85.6%) and supermarkets (81.8%). Thus, credit card usage in clothing and shoe stores, department stores, petrol stations and supermarkets reached to peak point. 

One strategic implication of this finding is that: as credit card usage for the expenditures of clothing, department stores, petrol and supermarket is saturating, many credit card issuers try to push credit cards respectively on to grocery stores, education institutions, drugstores, transportation, furniture stores, health institutions, construction equipment markets, and consumer and white goods stores. Marketers have to emphasize the usefulness of credit cards for these kinds of purchases and they have to develop effective marketing strategies and promotions to motivate consumer to use credit card for the mentioned purchases. 
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