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1. Earlier Studies in Income Distribution in 
Turkey and Our Own Objectives 

Economic development reveals itself in many ways. Some changes during 
the process of development are clearly visible. Consider, for example, changes 
in the national produ,;t, in efficiency of the economy, and in the political, 
social and economic stiucture of a developing country. Other changes are not 
so visible. A substantial effort is oftea required to establish their existence. 
Nevertheless the' may be more important than those which are more visible. 
Consider, for example, changes in the income distribution. Is it becoming 
more equal or unequal anld at what rate of change? It is important to know 
this because in turn the country's accumulatioll of capital, employment levels 
and, what is perhaps most important, the country's political stability may be 
affected. We wanted to study this problem in the case of mo(lern Tlurkey. 

Change implies a comparison of situations at at least two points of time, 
but we are able to provide evidence as to the "proper" income distribution of 
Turkey at only one. Only further research could give information for another 
point in time. 

Since the I 950s several studies of income distribution have been made for 
Turkey (see references). They relate incomes to income grou) sizes, occupa
tiois, households, persons in general or economically active persons only. 
None of these studies considlersfactorincome distribution. Ill fact, even the 

* The authors thank Mssrs. Biil,'nI(,iltckin, Tt'ncay Sum n and Panju Yiiriik 
o#lu, Professor Ibrakim Eri; for comments, Professors Donal Hiuddle and James 
Land for comments and improving l)resentation, Dr. Jt:aKandiller for help in col
lecting data, Dr. Scrim Timur for acquainting us with the objectives and techniques
of the 1968 study of the distribuion of personal disposable income in Turkey (see[18]), Dr. Bety Ya. cr and Mrs. Nimdi Jleplcu'ent, both of the Economic Analysis
Department of tie AID Mission in Ankara, for arranging contacts and being helpful
even in our private matters, the Department of Economics at the Bokazi.i Univer
sitesi, Bebek/Istanbuli, for harboring us a month, giving us computer and secretarial 
service and its chairman, Professor Demir Dentirgil,for help and friendly advice. 
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national inconic accounts published by the State Institute of Statistics (later 

called SIS) have shown no interest in it. 
Most of these studies were partial. They covered either one or a few sec

tors and occupations (mainly agriculture) only. Two or these studies, how

ever, are truly compreliensive; namely, both those in 19;3 (see [21 I)and in 

1968 (see [181). Consequently, we give them our attention here. Wore they 

using about the same ,approach and about the same quality data, their results 

would have been comparable, hence both usable in our approach. As their 

approaches differ greatly, any comparison of their results is meaningless. 

Both these studies aim at measuring income distribution by income size 

groups in currentprices. Insofar as these prices were distorted by government 

tax and expenditure policies, the estimates, to be useful, should he clanged 

to those at factor cost. We do make the necessary adaptations and transfor

mations, but only for the 1968 study data. 
We have several reasons-for disregarding the 1963 study: a) That study 

b) The study is very eclectic. For major tion-ruralis already nine years old. 
sectors it is based on income tax declarations statistics (see [481, [.191 and [501). 

Other sources were used for agriculture and some minor non-rural sectors 

that are largely exempted from income tax provisions. Because of substantial 

quality differences in the data from the various sources, any formal analysis 

of distrihutioial inequality for the whole country, its sectors and occupations, 
as stated in Lorcnz curves, and Gini coefficients is liable to be more mislead

ing than revealing. c) Even the quality of income tax declarations as a data 

source on the income distributions of the polilation subject to inctem tax, 
their best source, is questionable. Turkish income tax declarations are prob

on account of widespreadably unrepresentative of the 'true!' distribution 
tax evasion.1 

The 1968 study was attractive to us for the following reasons: a) With 

some qualifications (about which we speak later) the 1968 study is a com

preliensive one, using the same technique and producing data of about the 

same quality for all regions. b) It wili be followed by a similar effort by the 

same team of researchers in the year 1973, which may provide us inthe future 

with income distribution data at a ather point of time. As these data will be 

comparalle with the 1968 study, one will lie able to make a comparative ana

lysis as to the direction of changes in income distribution in Turkey, an ob

jective we had to give up reluctantly in this study. 

that elimin'ation of it mould increase 

the income tax revenue by 75 percent. Other evidence points also in this direction. 
was only pro-

I ..!lgun and J)iM.io#1u [1,p. 2501 ,a aim 

Krzyzaniak 1101 found that on the average, the Turkish tax system 
portional despite highly progressive income tax rates. "Bulletin of Ministry of Fi
nance" (1471, p. 159) shows that over the 1950-1969 period, yields of direct taxes 
were a nearly constant fraction of the total tax revenue, and not a steeply rising one 
as suggested by progressive income tax rates, a high rate of growth and a steady rate 
of inilation. 

Yiiriikotlht [35] by consideration of legal income tax provisions alone finds the 
tax progressive except at the top bracket, but the latter feature alone would not 
explain the above-noted behavior of aggregate tax yields. 
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The 1968 study, however, is not without problems of its own: 
a) It was conceived first as a family planning survey. Incotne distribution 

questions were added later, when tile research plan was already frozen. As 
households made of one person, and householdls in which the wife was 15 ,ears 
or older were of no interest to fain-ly planning researchers they were not 
include([ in the saiple. 

b) The survey technique, if used for econoniic studies, shows unavoidable 
built-in biases. If too specific questions as to the personal im-o'mes vire asked, 
people nmay fear unautlhorized use of their a.we rs by tax c,.llec(tr.s. Then.of 
course, false reporting may occur and invalidate the fi(i,)s. (n the other 
side, if to placate these fears, the questions about the iocomie position oif the 
household are ntire vague and interspersed in the quest ioniuiire (this was the 
technique they, in fact, used) the interviewees miav easilv omit less regiular 
income s,urees, without inte(ding to tell lie.h This, we feel, miiav have hap
pened, for exaiiple, with regard to incomes from divideMils. 

In general, such weaknesses would bias the estinoates of absolute itnoine. 
downwarn. and that was observed,1 but suchi a bias need not have atf'elted 
strongly the relative distribution of it. 

c) The researchers recog iize I that peastats are very susploius if asked 
directly alout their incomea. So the questions were put rather inlirectly by 
asking the size of the farm, the quality of the land and the size of livestock 
lierds owned. Tie interviewers, with cooperation of h cal authorities, then ule
termitned the net physical product and using local prices, estiluated the net 
incomes of households. It is possible, however, that previous year instead of 
current year prices were sometimes used. Because of the continuing inllation 
in Turkey a downward bias in e:;timates from this source alone couul lie ui) to 
10 percent. 

d) Fitially, we have alreadv noiced that the 1.968 stludv offers estimates 
in current prices, which zav le distorted lY goverlnient tax :11l expenditure 
policies. Specifically, if a g-ol or resouree is taxed, the price of it (iiiclding 
the tax) ia v rise, with the ow ner of tie resource or g,ood triv Ingto shift the 
burden of thi tax towards consumers of the resource or gool. Full forward 
shifting occurs if the resource or good price ,iter the tax is restored to its pre
tax price. Iinsofhir as this occurs ti e barden (If tile tax is still distortinig tile 
ineome position (f iaperson measured illclrrelnt prices and has to Ibeexcluded 
before the "true" income distribution is revealed. 

The authors of the 1968 study'v18,1. 3] tried to reconcile their estimates of 
personal disposable incomie in Ttirliev with that one would get usiig SIS ligires.
A large downwaIrd bias became notable. 'T'lie 1968 studv Ieures add iptto 56 billion 
TL for the whole of Turkey. If the missing omitted 17 peneit of lionseholds had the 
same average income itsthe rest of ihe cou ntrv, (iSIbillion TL wonlId have een ac
counted for, bit the SIS figure would be 88 billion TL, the discrepancy being 22.82 
percent.

A pos:,ible upward bias in 818 figures cannot be (Xcliehed (see footnote 2, p.77). 
(A study of compiting techniq ies,sttisteaical pro edures and lIlication habits of 
Turkish instiltutions pidblishing statit ical data is badly tevdhed to hllcp to evaliato 
the wide diserepa- iesbetweeti various sources). Nevertheless, in are sure, soe 
downward bias of tWe 1968 sttdy data will stand. 
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Our purpose was to take the 1968 study data, correct them for some 
biases, and then to remove the tax-induced distortion in the price system. In 
terms of national income acounting this is equivalent to a change from current 
pricing to factor cost pricing. Insofar as such a transformation aimed also at 
finding the short-run burden of taxes that were shifted forward and at relat
ing that to income size groups, we decided to enlarge our study by taking up 
a second objective, namely finding the distribution of the total short-run tax 

burden by income size groups. 

2. Earlier Estimates of the Short-Run Tax Burden 
in Turkey and Our Approach 

Several studies of the tax burden in Turkey were published since 1949. 
That year under the auspices of the Ministry of Finance a pioneering pamphlet 
was published giving the estimates of the Turkish tax burden for the year 
1948 (see [30]). This work has been periodically updated, the latest version of 

it being published in 1972. In a way it gave a pattern of analysis to most of 
the studies that followed. The pamphlet defined the tax )urden as the ratio 
of the total tax revenue for all levels of government to either GNP or NI, and 
then proceeded to show what this division by GNP or NI yielded. 

Turkey after discussion in economic publications (see for example Neu

nark [13] and [14]) introduced an inconie tax (see [10]) in 1950, and the 
resulting increased flow of economic data awoke more interest in the question 
what was the tax burden in Turkey and how it was distributed among the 
v-'ious sectors and groups. The tax was not a general one. Some sectors, of 
which the most important one was agriculture,' were nearly completely ex

eipted. Nevertheless, this tax has had a rather modern look, com- ared with 
the remainder of the Turkish tax .ystemn. 

The tax burden analysis soon developed in two directions. One was to 
study the burden of the income tax, the other to study the burden of other 
taxes, especially taxes on agriculture. (For the relevant literature see our 
references.) 

The income tax burden studies had a clear genealogy in economic thought. 
The tax, being direct, was supposed to fall on taxed factor incomses with no 
possibility of shifting its burden away. Also only the short-run was co,isidered. 
Oil the basis of income tax declarations the tax bunden may be assigned to 

different income groups. As already mentioned before (see footnote 1. p.7 0 ) these 
data need not be representative of the population obligated under the Turkish 
income tax laws because of a widespread tax evasion. 

Studies of burdens of other taxes had a less distinguished genealogy. 

These taxes, whether on agriculture or not, were mainly indirect. For indirect 
taxes one has to consider first problems of excess burdens before the size of 

the global burden itself is established, then of possible shifting of it away 

I n 1965, 71 percent ofeconomically active persons in Turkey were occupied in 
agriculture (see [49], T. 147, p. 167). 
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from the taxed group or product and finally the problemn of timing of the 
burden (short- or long-run) which mnay affect both the size and the amount 
of shift. These crucial problens were either not considered or skipped. Tile 
burden of these taxes by definition was equated with the revenue they pro
duced and it was assumed not shifted, falling on the groups obligated to pay
the tax. As for timing of the burden, oily the short-run must have bcen con
sidered, although most of the taxes in Turkey are permanent id have been 
.utroduced many years ago. 

Such legalistic rather than economic anal,'sis led to far-fetched inferences 
and claims. Agriculture supposedly was taxed at half, or even less than half 
the rate of the non-agricultural sectors. Calls were made to redress this ine
quality, as if the Turkish peasant, already very poor, neither coo)suned city 
goods nor produced for sale to the cities. 1 

Much depends on what the taxes, especially indirect ones, did to the 
econony, its markets and especially its pices.2 For this, extensive eiipirical 
works on tI, incidence and oin the effects of taxes were ieede,!. But t his * a 
thorny patch. In the U.S.A.. for examlle, em)irical efforts at nieasuring in
ciuence are few and controversial (see the Krzyzaoi akniiid folgqrare fi (liigs 
[11], and the discussion they stirred). Turkey so far has had no suh empirical 
studies. 

H-ow then should one resolve the problem of excess hurdens and of pos
sible shifti ng? Leave it to the "legal i ncideiice" conicept as the Turk:; have 
done in the past? We dounot have a 100 percent correct answer, but believe 
that ours approximates the truth better than the one obtained with the help 
of the legal incidence con cept. Our resnlts migit be 1erlhaps crude ami wrong 
in some pilaces, but on tle average they should be oser to the "true" dis
tribution of the burden of taxes il Turkerle. We settled inot for perfection but 
for such an improvemeiit. 

In our app roach we leaned on two well established ei oiomi(, ieas. First, 
we followed the idea of short-run shifting and incidence !1 ; adopted ill "West
ern" national income accounts, which assume that "tru"" direct taxes fall 
completely oii factors taxed and indirect oiies are all shii'ted forward in full 
(passed1 to consumer in higher prices). Insofar as that hpjene l, iieasuri ng 
incomes al current prices distorted their absolute aid relative values and need 

One cannot conclude witlhout doubt, however, t hat ''urkish :iricIuture was 
not unlertaxed. This oiav have loii tru,, but in such a case tle past studies ol'red 
an incorrect proof. 'Te(dispuiite is peripheral to our main thesis aid we dto not enter 
it. On the other hand, our apllroach, if aplllied to this problhm, ofleits lie proper toos 
of analysis.

I Subsidiep are negati'e taxes. ]in Turkev a sob' sliala.llti ut e' sibsidizat ion 
is hidlen in form of' art iicalh lvw pri.img policies of sone state (nterprises. As
these enterprises in some inilustries represent hlarge (r thsese hidii suba lompitm
sidies may have been a significant factor in (st imation of regressivity or progressivity
of tle Turkish tax syst(,m. t'itortiately, thcre are no studi.s showing. tile amount 
and the distribution of gains from sa.wh susidies, and deti( its of public elterprises 
are miot t good measure of tlime:. The'y mavy have been duie lo c,onibi nat ion of ealses 
anmong which tile well known inefticieney of' pil,lie cnt rpiris( s is one. We disregard
these hidden sibsiudies and our omission may have resulted in some miderestimation 
of progressivity or overestimation of regressivity of the Turkish tax system. 
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be corrected. The national accounts do this by substracting the revenue of 

indirect taxes first before making a more appropriate mcasur-, of incomes, tile 

one at factor cost. 
The second line ;f our ideas is also well established in economic thought. 

If indirect taxes were passed on in higher prices to the consumer, their burden 

was borne by the latter only to the extent he consumed the taxed goods (the 

prices )f which have increased). Thus, the burden ot such taxes should be 

apportioned according to the percentage a given income size group consumes 

of a particular taxed good or service. This we adopted in our approach, follow

ing in spirit at least, if not literally, Bishop's studies for the U.S.A. (see [2] 

and [3]). 
The national income accounts convention as to the treatment of the 

burden of taxes niav, however, be wrong. First, some of the direct taxes may 

be shifted. 1 The part of it shifted forward should then he treated as an indirect 

tax. Second, not all indirect taxes must be shifted forward in full, some of 

their burden may remain on the producer of the go,,od or be shifted backwards 

to various factors of production. Then the national income accounts subtract 

too much from measu"ed income to get the income At factor cost. Third, most 

of the taxes, esq)eciallv indirect ones, are non-neutrl, hence have also excess 

burdens, possibly alreadv even in the short-run. Here, subtracting the tax 

reve iie oly na'y not be eniough, the global tax burden ])? ing larger than the 

direct one (i.e. the tax revenue). Fourth, -most of the taxes are more or less 

pern anent, being introduced several years a go an d still in force. Beca use of 

this their burdens shoulI no,,t he evaluated as being short-ru i but as dilnaiic 

or alreadv leiiig in tile longer rniinamid these may difler very much froii their 

nit really sleak of tax burdens and gainsshort-rn vale. Fifth. ole shouh 
from government exleiditures as if these were separable, identifiable coli

cept s. (.1aiv t I rcIie)a 1 iIIed ufle ts cal i)e o1) served aiid iea sure d." Oh iviously, 

in the ab1ove ili sussed natila income a ccounts approach, all governmen t 

expenditures associated with tax revenues are either thought to be complete 

waste or are used to, produce or buy pure public goods which do not have any 

effect on the opieratiosrof the econonic system. 

iThis has 1,11emade Krzyz-nia" andIi u.sgreireI 1] regarding tileclaiii y 
corporation income tax. In Variant B we assumed this to iold for Turkey as one of 
tile possible alternatives. 

- Krzy:aniak (see II. [(;1, 17], [8], and [9]) and J1arb('rgrr(see [4]) have theo
ried about tile loig-iiui ('OisNluilleCes of a tax andi governlint expenditures pol. 

icy. Too little is knowi ab1ut dinamic and long-run tax burdens and whiat is known 
to be in orporatid easily ininational incolie accounting procedures.is too comphlx 

3 We were tempted to showihere also the distribution of benefits of government 
expenditures, by allhcat ing theta to various income brackets. To do so and to stay 
within tile limnits of a liblishallie paper we -oul have to aggregate the government 
expendit ires Iby type highly; he resilting "*mlysis would then be very crude and 
perha ps to isleadintr. Ve fondtihat the usua l aegrvgat ion ofgovernment expendit tires 
type combines s;tyllt5pes with divergent dist rilut ional eftects. By leaving the distri
hotional etfects o. government expendititre aside we offer an analysis that is coat
paible with tile assumption that all government expenditures were pure waste, or 
that their benefits accrued in proportion to personal incomes. 
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In a small way we considered some of these objections in the present 
work by estimating two variants. In\ariat A we assumed in tiMe more stan
dard way that the income tax, the corporate tax aid the gifts and inheritance 
tax were not shifted. In Viriant B we assume the income tax falls proportion
ally on all incomes above the Iintsic perstmal exeiPt ion (Ict'atis of suSjected 
heavy income tax e'asion in higher income hrackets), and lht the corporate 
tax and gifts and inlhcitance tax like a sales tax are shiftedi forward. The po,,
sibilitv of such shifting inU.S. manufacturing industries wa considered col
troversial (see II11), but should be less s frf Turkey, where t lie modern 
industrial sector consists of state enterprises (with presunri, nori-colripetitive 
price belhavior) and a few private firms. 

With these two variairts, we believe that we estiinated tie distribution 
of the burden of taxes doser to the "true," taii do tile earlier studies of the 
tax burden in Turkey.Though a reference a riong these variants perhiaps i:; 
a muatter of taste, VNiant 1 results are more (redile to us. 

3. Data and Their Uses 

Essentially we rely on three sources oftdnta, which we adapted lirst to the 
needs of our study and then suitally tranrisl'orined to get anrtsvers we seek. 
These taill sources are: 

at)The I 68 study of distribution of househohis and personal disynisalle
 
incomes by income size groups for eight regions: three big cities antid live more
 

1
rural ones.
b) Eleven consumer experlitures sur\'evs'-by SiS diring the peiu 

1964-7P).
 

(-) 'ITax revetnue data for' 968.: 
In a ririllior' calacity we also ised Yiriilooh's ([35j, ).27) inconie tx 

burden studv. I 
Let us stat with the first mec. Thi 1li;8 study estima ted persimal dis

posable incomes by regions made ofrTurkish provinres. Tie regions are sho'wn 
in Table 1. Regions differ in climate, geog'aiply, s,)ilcnmditions, arid also in 

I Ie IitiS sthiy otis also (lisrihutios tiev dooriot onsihr lore (for examilde 
by persons, by ci'enormi,..allv actie 'r'Sons. arid by occuipartions). W' w1ere tellpl 
to use them but tle consumer surveys supplying inftorriaiion (,iionuilantit h's ('oiiiiiill
e1 are relating only to households. Any rrallisorlirioolofthis information into l(i
rehlted to p,'"sos, "''rioio'all " acti persons, or uu'.lpaitions would i'ol',' is ill 
making risky assumltins atid the result wo0il be liss crtdiblh. 

See referenes. The main detici tney ofsiireys is thir narrowness. Only citit's 
(towns) were sampled. 

l were SIS data h't''cr dilf'rin.,_ from'1,inistrv of' l"iinarce data preferredl. 
them were judged less reliable or needin., rc ciliat ion which they often failed to 
offer. Et'en so data for local gtv,rn,nierts r,(,tlire(dlilakiruv u).sonic 

4'iiriikoMlu olers effective tinx rates for sele,. il'ds, tn' last bing l91W). 
As these w tes change little over time we use I91M vHelueti\ye tax rah's ft'r the lt68 
incomes. Fr 'ariouis reasons we get a large o-erestintiat'se also foot note 2, ).77).
Com9equent ly the tax libililitie.s for varions inmon to andi region eells had to le resealed 
so that their sum adds uipto It068 imromte tax re.eipts. 
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social, economic and cultural background, but are presumed to be homo

geneous internally. 
We already noted the downward bias of estimates of the 1968 study. One 

of the reasois was omission of 17 percent of the households. The authors of 

the 1968 study considered the problem and did nothing.' It is because they 

assumed that the missing househohls represented the same percentage of 

households in each region and the same percentage of incomes of the region. 

Any correction for the missing numbers increased alsolute numbers but did 

not change distributions either in the regions or in Turkey as a whole. 

Table 1: Regions 

No. Name Prorinces 

1 1q Anadolu 
(Central Anatolia) 

Afyon, (,'ankiri, ('oriui, Eskisehir, Kayseri, 
Kirschir, Konva, Nevsehir, Nide, Sivas, Tokat, 
Yozgat, altogetler 12 provinces. 

2 Karadeniz 
(Northern Seaboard) 

Amasya, Artvin, Bolu, Giresun, Gfimishane, 
Kastamonu, Ordu, Rize, Sakarya, Samsun, Sinop, 
Trabzon, Zonguldak, altogether 1:1 provinces. 

3 Ege ve Marmara 
(Aegean and Marmara) 

Aydin, lalikesir, Bilecik, Bursa, ('anakkale, 
Edirne, Kirklareli, Kocaeli, Kiitahva, Manisa, 
Tekirda , Usak, altogether 12 provinces. 

4 Akdeniz 
(Southern Seaboard) 

Adana, Antalva, Burdur, Denizli, G. Antep, 
-latay, Isparta, I ;el, Mara,, Mu",a, altogether 

10 provinces. 

5 Do~u Anadoht 
(Eastern Anatolia) 

Adiyaman, A.\ri, Bingil, Bitlis, Diyarbakir, Elaz,, 
Erzincan, Erzurutn, Hakkari, Kars, Malatya, 
Mardin, Mus, Siirt, Tunceli, Urfa, Van, altogether 
17 provinces. 

6 Ankara Ankara 
7 Istanbul Istanbul 
8 Izmir Izmir 

We were lucky to be beneficiaries of additional information. Dr. Scrim 

Timur, one of the authors of the 1968 study, advised us that households made 

up of single persons were p)ercentagewise twice as numerous in the bigger 

cities than ii the more rural regions. She had, however, no information as to 

the distributioln of missing households between cities and rural regions where 

the wife was 45 years or older. These were obviously made of older peep!e, 
relatives, etc. We decided to assume that these households were also twice as 

numerous in the three big cities than in the more rural regions.2 As to the 

incomes of missing households, we assumed them to be equal to averages for 

the two groupings. 
I Only wien trying to reconcile their otal personal disposalble incomes with 

that of SIS did they make the correction (see [18], p. 3 and our footnote 1, p.7 1). It 
turned out to be inadequate to close the large gap between the two estimates. 

SIt nmy be argued that: a) people in big cities live longer than in rural areas 
because of availability of modern medical services in the cities and b) the army of 
civil servants in Turkey, having tasted Western city life, retire more often than not 
to live in cities. 



The Distributionof Income in Turkey 77 

This resulted in a non-proportional increase in numbers between regiolis. 
Increasing appropriately the absolute numbers for regions and summing them 
up for Turkey as a whole did not affect the regional distributions, but the 
distribution of personal disposable income for Turkey as a whole was affected. 
In t! e process we also siightly lowered the gap between the 1968 study and 
SIS estimates of the total personal disposable income in Turkey.1 

The second and itmajoi source of itdownward bias in the 1968 study 
estimates remains intractable as ever. In our view, people simply did not 
report their full incomes and we do not know how much that is. We had no 
choice but to expand the :equired totals proportioially to itbenchmark of an 
outside datum, which is more trlstworthy. We decided to equate this belchi
markc with SIS figures.2 Even if such figures err uilward wc arc better off for 

two reasons: a) we believe that if .SI figures have an upwyard bil.s, it is snal
ler in absolute terms than the downward bias of the 1908 study estimates, 

The assumption that the riissing 17 perccnt of households are twice as numer
ous in the three big cities calls fjr increasing numbers of the actual accounted house. 
holds and incomes in the f!ce big cities by a factor 1.372 and in five more rural 
regions by a factor 1.186. As the average city income was higher than in the rural 
areas this procedure increased the estimate of the total pvrsonal disposable income 
according to the 1968 study base to 69 billion TL,1 billion over the figure given by 
the authors of the 1968 study (see also footnote 1, 1).71). 

2 The SIS figure is most likely an overestimate. In the process of Computing tle 
tax burdens we stumbled on an indirect "proof." Yiiraiio#jlu computed effective 
(legal) income lax rater for several -ars, the latest being 19116. We applied the latter 
to the 19 8 study personal incomes expam.ed to be equal to the SIS figures. An 
overestimate of the income tax liability resulted, but unexpectedly it was very high, 
by a factor F - 4.04. We started searching for explanation. A simt,!e one, that 1Iti 
effective rates must yild all error if applied to 1968 incomes, explains nothing. 
Yiiriikolu's effective income tax rates (litler little from 'year to year. Vhatever error 
is due to this change over time is small and equally.probably may be an underesti
mate. For lack of information we assulmed this error to be negligible, i.e. that the 
factor due to use of 1916 eflective tax rawis, F, =- 1 . 

It matters, however, that the Turkish icome tax isnon-general. Nearly all 
incomes from agriculture aid from small business arc t.,x-exempt. Thus one expects 
a corrective fnctor (lefined, fo. PI/[PI - l (agriculture + small busimss)]. The 
question is i'id reliable daita for income from agricult ire and from small business. 
WAeused I., 19G .!Lidy data on -,'omes by occulations and expanded the figures 
to the SIS ,iilili rk ligure tr p ional incomes. We also assumed that incomes 
from small busi.,s., repre:en i 21) p. cent of incomes from commercial and profes. 
sional activities. Oi lht', las' s w, - 1.67.1 got anot her corrective fitor f, 

Then, there is the matter o tax evasion. )'iiriikotlu'selective rates are estab
lislied on the basis of legal provisions. Following .. flqui and IMisliio hu (see foot
note 1, p. 71) we claim the tax evasion factor to hue f 1.75. Unfortunately fi X 
f 2 X f. = 2.92 < F = 4.04. 

There is still something to explain. Let us ('all it factor f. = /flX f2 X f3 
= 4.04/2.92 1.38. 

This remainig factor f.1is probably a composite one, (tile to many eaimses. Er
rors, especially inderestimation of I', t,2and 6 may explain it a little,but not the 
whole thing. Here the idea that SIS estimates of personal incomes are too high be
comes very credible. should not jump to tileWe warn, however, readers that one(, 
conclulsion that 818 :stimates of P1 was too high by 38 percent. The precision of this 
figure is rather low to (raw an exact numerically point inference. 

http:4.04/2.92
http:expam.ed
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same absolute bias, the one downward distorts the relativeand b) for the 
1 more.distribution 

of bias in 1968 study data required in-Correcting for the two sources 
1.7351, and in the fivecreasing incomes in the three big cities by a factor e = 

rural regions by a factor w --1.4995, with corresponding increases in house

holds by factor h = 1.372 and g --1.186. 
Let us now turn to consumer reports. SIS made eleven of them during 

the period lasting from July 1964 to May 1970. For information on surveys 

see Table 2. For each region of the 1968 study at least one, sometimes two 

cities were surveyed. 
Although only cities were surveyed, we assumed their information to 

have broader applicability." In the case of the three bi- cities, they are the 

main source of data for the provinces named after them (regions 6, 7 and 8). 

In the ren-,ining more rural regions some of the people involved in agriculture 

do reside in cities, especially smaller ones.True, our objective could have been 

served better if the SIS consumer surveys had a broader coverage than cities 

alone, but only their surveys are available. We had to assume their represen

tativeness of more rural regions as well. 
Having made this assumption we still faced problenis. First, surveys 

recognized only five income groups and these lumped higher income brackets 

together.3 On the other side the 1968 study recognized 35 income group sizes. 

The problem was of mapping consumption by five income group sizes into 35 

income group sizes. Consequently, whenever smaller income group size was 

completely contained by the larger, we gave it the consumption pattern of the 

I Let "true" incomes be noted I, I, indirect tax burdens on person 1 and per

son 2, T 1, T 2 , and the absolute biases aL,s2, then the relative distributions are: 

with a downvard bias when correct with an upweard bias 

(11- TI)(TIii ( 1 -- Ti (Ii - T (1( -I.T-- I'+.CT (I, -T 

(12-T2) I- A2 (12- T,) (12-T 2) I1 + I 2 T

-T1,the downward biased estimate distorts the distributionNote that in case ( 

tremendously, but the upward estimate is affected much less. 
I Alternative procedure will be offered in T'uncay Sunmian's (unfinished at the 

moment) Ph.D.dissertation at Rice University entitled "The .Short-Run Effects of 
Income Distribution on Some Macro-economic Variables: The Case of Turkey." 

S'ummim restricts the use of SIS consumer surveys to city incomes. For the rural 

areas he uses Boratov's [1(6] estimates of income distribution by income brackets and 

applies ('. ('ukurora "Corsumer Budget Sarvey, Antalya Lake Region" (unpublish
ed) and other spot studies, cspecially those done by the State Planning Organization. 

Simman finds that the consumption pattern in rural areas shows a higher per

centage of expenditure on food. Low income levels explain this to a (lgree. The 

relevance of this finding may be further diminished by the fact that Turkish peasants 

grow their own food, thus escaping from various taxes on processing and distribution 

of such goods. We feel that we ofler here a reasonable alternative estimate to Sun

man's, our estimates probably difflering little from his. 
I Only time ]tanbul survey was more specific but for consistency with the other 

regions we had to collapse its income group sizes onice more to five only. 



79 The Distributionof Income in Turkey 

larger. Whenever the smaller income group size (as it rarely happened) over
lapped two adjacent larger group sizes we made a linear interpola tion weigh
ing the larger groups pcrcentage consumption patterns in proportion to th .se 
overlaps. 

Table 2: Cities and Dates of Consumer Surreys* 

No. City Dates 

1-2 Adana July 1904 -June 19(65 
1-2 
3 

lzmir 
Ankara 

July 
Sept 

1964 - June 1905 
1(14 - May 1965 

4 Istanbul June13065 - May 1916 
5 
6 

Samisun 
Antalya 

Jan 1966 - )ee 
Mlarch 1066 - Feb 

1966 
1907 

7 Diyarbakir May 1966 - April 197 
8-9 Bursa June 11t,5 - May 1)67 
8-9 
10 
11 

Ordu 
Erzurum 
Eskisehir 

June 
June 
June 

1966 - May 1907 
1967 - May 1968 
196(9 - May 1970 

Source: Consumer Surr,ys [36] to [46]. 
* These surveys group consumer goods as follows: a) food, b) housing, C)fur

niture, d) clothing, e) health, and personal 'are expenditures, f) transportation.
g) culture and entertainment and h) others. Adding to this i) savings, one gets per
sonal disposable incomes in current prices. To us, savings represent also the cost of 
purchase of investment goods. 

The second prol)lem was inflation. Our research aimed to find the income 
distribution at factor cost in the year 1968, but surveys were taken for periods 
starting from July 1964 and ending in May 1970. The purchasing power of the 
Turkish lira in 1964 was not that of the lint of 1908. One way to (teal with the 
subject could have been to increase (decrease) the income group sizes to 
account for inflation between the meanpoint of time the survey was male and 
July 1, 1968. This would make, however, the income group sizes of the survey 
a numerical curiosity, very hard to deal with consistent]l%. Moreover, such a 
correction iglit also 1e wrong. Inflation may have had its own ratlhet effect, 
with prople trying to preserve their older higher pattern of colsulumption, if 
needed, and sacrificin g savings. Fearing this, we left the incoime size Irackets 
in the surveys unchanged. 

Third, there was "embarras de ricliesse.' For region 2, we had two sur
veys, for Ordu and for Sainsun, for region .1we had surveys for Aldana and for 
Antalya, and for region 5 we had survevs flor 1)i var akikr an folr Erzurum. 
Tha problem was which of the two irvevs to use, and if both are to be used, 
how to make up the average consumptiol data. If o111y one is to be used, the 
criterion shoulh be either closeness to "he 1968 year or smallness of the city 
surveyed (so that it is more representat ive of the rural areas proper). We de
cided to use both available surveys. Existence of larger .ities in the region 
required recoglnition in our procedure. The question was of weilghting. Should 
the absolute figures be added, we would have given more weight to the larger 
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city and that we did not want. Instead we used the percentage consumption 
patterns for each city and averaged them. This procedure gave equal weight 
to percentage consumption pattern of the smaller and of the larger city. 

Finally let us turn to the problem of taxes in 1968. Turks have conven
tions regarding what is and what is not a tax, and what is a direct or an indi
rect tax. In distinction to the Atner;,'an convention, contribution of workers 
to the several pcnsion plans are not considered a tax I but only an insurance 
premium on par with voluntary life insurance payments to purchase annuities. 
Also there are no data covering the whole set of returns to social insurance 
institutions. Short of doing research on the subject on our own, we hail no 
option but to follow the Turkish convention and not treat such contributions 
as a tax. Ihlsofar as these contributions were a legitimate tax, our estimate of 
the tax burden for 19iS was understated, the distribution of it showing less 
inequality than in fact there was. The .anne may be said about the personal 
disposable income it factor cost for 19(. The absolute income would be over
stated, and the distribution measures underestimated its inequality.2 

Another "non-tax" by Turkish standards was tile comlls,,ry savings 
pla introduced ini1962 as a companion to the already existing personal 
income tax. icone taxl)avers were obligated, when paying iocoiie tax, to 
buy ( percent state savings bonds ill the aniount of 3 Percent of their taxable 
inconie (minus some exemptions). This was a proper tax on incomes, a tranis
fer of command of resources from the private to the public sphere, and not a 
volmtary investment scheme.Tle plan was comiulsory. Bonds could not be 
traded for the first five years. The tirst owner.when selling boinds, had to suf
fer a sulstaiitial loss of principal because the nominal interest rate \\-Itslower 
than the inflation rate in Turkey. The only question is how to evaluate the 
direct burden of this tax. One would be to consider as a loss the purchase 
price of the bond in the year of purchase, amIIas a gain the repayment when
ever that occurred. Another would be to consider the resale value of the bond 
immediately t fter its Irchise. Such resales, though illegal, seem to have been 
customiary, and ti our estimate were bringing no more than 30-40 lercent of 
par. Althpugh 1ublic officials might Ie n it, tile tax nature of this plan was 
openly recog ized imn1972. Tile government proposeiI abandoning this scelicein 
(probably pay iyents of boils started already to liia Ii the budgot) a nld sub
stitute for it aotlier tax oil incomesiat the rate of 3 l)ercent.3 

it Iiat isurance institutions is reveaIled by their coi
pulsory coverage, and alnl. loose c'O {el Itlreii reserve 

ThC p bI I Ire of all soia Iin 
ioiiection }iii apro 'l((cOiliited 

fumnd luilt out of prmninlis and the a,.tuarial value of laiuities to be paid a given 
insured. 

'lhese cointrihutions are a sort of tax onl labor incomes, and labor (incilding 
civil servants) is .oemtratd iii low,.r to niidle income brau.keis. 

L.ately (svt ,imois Land 152]) we found that ti three major social security 
institiutiois vollected ill I9iS 2,8SS million 'IL in contributiions and disbursed to 
pensioners 1,(1:11)itiillion TI. 'Tlic remaining institutimis are smaall, Ihence tIhesouI 
bers are rather relpresentative oftI iumnerical stength of our ,'niission. 

1 As ifrielognizing th( soubst itut ion of one tax by another the new tax is called 
"appropriat ly"at"'baunue lax." 

Liately wvefound (see ,JamesLand [521) that in 19068 the Turkish state sold 626 
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Because of the noil-recognition of this savings plan as a tax, we were on
able to iind the lata showing the revenue from it in the year 198. Once more 
we had no choice but to folow the Turkish conventim and omit it fromn our 
accounting of te tax burden in 968.As the burden of this tax has the same 
distrilution as that of,a pe'rsonal income tax we cai claim that. because of 
this incissioi the ttal lax huinien is understated. Ie pIcrsoal ,lisp,,salle 
icceines at fahtor ccst ill correct, the listrilbtionalsolute figures ikprobalyi 
of the tax hurdec and personal disposaleiccome inVariant .Ais less cinequal 
thanl stated hIv us and inVacriant B the relative dist rilitions are barely affect
ed b our cilnissicc. 

Actle,' 'Turkish pec'ccialit y is to claiic that tIle icocce tax, ciorporatiol 
tax, inhleritance and gifts tax, defense tax cil Iuilims a d the cIiotor vehicles 
tax to lie alldirect taxes. [1 us tihe phiase "direct, tax" Incocs that these 
taxes c'e oi faictor inc,i's, which tiw ocligated factoirs are "I.aille ti shift. 
We therefore mved the c.i'fem tax oilIbillin,,sand the Icctor vehicles t ix2 

to the cate.iiry of' incliret taxis. 
The ncxt Iticticn tIhe ws inliOicihl,. with,.'as lax rmveelcce dtam. Th,' 

3
such clctai fir 1 i8sfar is ctrici go"Tn'v'rlcellt revicce uias Nowi'lec ,c.-IV
,fccrtllcatel*v dahta f6r tax rvecllcs, of the local gocfccc'crclh ts wvir badly ciss

iig after 19 I. '[he are throe foriis cfcl'cal vernniont: -il-'' (prvicices, vi
layets), "celuivel,' (cunCiiicii:clitiis) and kiivs (Villagi' ). ]v5 have ;aiici

ical taxicg pomec' accl may Ice omitte. 'ielIv elrs' ,ledic he:ivilv cc 
shares (peri'entccges) in taxes; colle'ted Iv theit'entral govucerninct, hut the 
shIcii'as acre neitcir :I c.,.; fnt,over ticic c1ciI';I tre 'iclh'e-c''V related to thce tax 
ticns figures liv the central giiverillccclt illacsilie way. Finally "ilshavea 
taxing p,,wer i,their oiwn. We aliecly saidl that ,,' cial d;cta for the receipts 
of hccal taxis end up with t.'Ihlre seecics tic Ic' ,h,,odiYii the vir I inthe 
central government ;ystc'cct iccaliv lata. We were huickv ti Icecillecting these 
given ac ciccfticical estiute fur the tax revenue of is in1968. lir thosharei 
of "heleilivel'' we foundithe bldgetel data fir I96 8 ct nt receip'.i These 
we had ti use. Frticati'iv, Turkish cvil servncts arm ip,,t atcpr 'toiis of 
receipts. Sic they say." 

millions TL ill bonds,out if'whih 2; million was purcised iy'Licrkishi social seccr. 
ity institutions. (iut uof lite recaiii lig c0cillion TI, one cilist prsuilll, micost wau.s 
bought iclder provision oif t'icpuilsl y by inciio'luiivirchaso taxpayi'ers. 

IIc our view the intirvieN ces '%lc. their dispsale incomerejicrtin, elcrsonal 
already deducted these Ionds. 

2 (crtain clllicclct cl'I Ins lax is colhlci i fruici coniic'rial 'chi1ccc. More'over, 
owners mclen hcciig an cclltiiucthlt' sclist ititi' siicc, I rasploiirtation expciditures by
oterncis (I)clicOe i'otherhadlIheir rncjvicntfl' te cac' incrasstheirspecling
i trcvelhlic. Consequet lNl p I his tax into twwo.Fifty percent of'lhcI shtIhe baseit' 
tax liability was cassigined bv is ti "trt Ic:liliniig liftyci;ichI icci'" cinl tii raO is a I(0'; 
colistI Ill Iipi liIbet ii I 'herenj iyt'iI i' ic pcphi auccording,to their inc('omcies.I See "lDe'h't (;,,irleri Biilhcni," 1,161Q-.7]1,pp. IS -11). 

See [51.
"IAihlet (c'lirli'ri lOiilt"i.'" ]) iii1!1H) u147], p.8)cAiMs tha iitli th' Iilu e't'd 

direct tax ri'eiec was filtillhd in 7.S lpcrc-cit, and with indirect taxes i0 percent.
One wishe, such perfl well.rect predi.tions could be made for the U.S.A. its 

It Fjinanzaichiv Ilhft IN. F. '2 



82 Marian Krzyzaniak and Siileyman Olzmucur 

Finally we had to assign a commodity base or any other base to these 

taxes. This has been made in Tables 3A and 3B. Various taxes with the same 

base were lUmled together. We realize that we assigned taxes to groups of 

consumer goods only crudely. More time could have been spent on these assign

groups in surveys, the final assignmentments, but with eight consumption 
cou'(l be only very crude anyway. In general, the first five consumer good 

groups were obviously necessities. Their percentage consumption in budgets 

of the poor people was higher than in budgets of the rich. Three groups, health 

and personal care, cultural and entertainment and others, an,1 in addition to 

them savings (for us standing also for investment goods) were luxuries bought 

in higher percentages by the rich and lesser by the poor. Thus, assigumet4 of 

a tax to a good in the former or the latter set of goods decided whether the tax 

is regressive or progressive. Any error assigment within each categoryr 

would have small distril it iona I c osequences. 
as ,i wholde, for theSumming over regions we got the totals for Turkey 


following series:
 

ii) the absolute burden of indirect taxes on households in income brackets, 
Tj (j 1, 2 ... 35); 

b) the absolute burden of direct taxes, Dj; 

c) the absolute total burden of all taxes, R1j, defined as (Tj -- Dj) = R1; 

d) the absolute personal disposable incomes at current prices, Ij (correct

ed by us for size cltanges as stated here earlier); 

e) the absolute personal disposable incomes at factor price, Yj, defined 
Yj =-(Ij - Tj) ; 

f) the absolute numbers of households by income brackets and regions, 

lIj (corrected by its to account for households nade of singles and those in 

which the wife was .15 years or older). 

We then related: 

a) tax hurdens to gross incomes, i.e. computed ratios of Tj, D1 and Rj 

to (Yj -i 1j); 

b) personal disposable incomes at factor cost to households, i.e. Yj to -Ij. 

In all distributions we also measure inequality by computing Gini coef
we assume that joining points officients. As we have 35 income size groups 

If the areasobservation by straight lines approximate well the Lorenz curve. 

of tralezoids mieasured from these broken straight lines to the horizontal axis 

are noted qj, the the Gini coefficient is defined as 

3.5
 

C- I - 2 qj.
j I 
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Table 3A : Indirect Taxes and Their Bases 
Turkey, 1968, Variant A* 

No. 	 Percent and description Millions TL 
of taxes Base Itemized Total 

import petroleum 
production tax 

trans-
portation 992.0 

domestic petroleum 
production tax 
duties on fuel oil 

637.0 
162.0 

local fuel tax 59.0 
subtotal 1850.0 

less 25 percent applied 
to heating oil 462.5 

1387.5 
transportation tax 82.0 

50 percent of motor 
vehicles tax 48.0 

5 percent of fees 
(drivers licenses, etc.) 11.7 1529.2 

2 	 sugar tax food 484.0 
25 percent of land tax 31.0 515.0 

3 	 local tax on b uildings housing 321.1 
local depression tax 83.3 
75 percent of land tax 93.0 

25 percent applied as tax 
on hea' "-g oil 462.5 

defense tax on buildings 188.0 1147.9 

4 	 foreign travel exp. tax ot hers 200.0 
50 percent P'T tax 
(telegrams, telephs.) 25.0 225.0 

5 	 50 percent baliking and savings (in- :142.5 342.5 
insurance tax vestment goods) 

6 	 defense tax and net food, hoasing, 
revenue of monopolies 	 clothing, fur

niture, leathh 
& pers. carc, 
transport. 1265.0 1215.0 

Remarks 

unofficial data 

unofficial data 

unofficial da' a 
unofficial data 
unofticial data 
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222.37 	 95 percent of fees income 
25.050 percent of PTT tax 

50 percent of banking 
342.5& insurance tax 
953.0stamp tax on imports 

1198.0stamp tax 
114.0import prod. tax 
1614.0domestic prod. tax 
1169.0custom duties 

30.0wharf duty 
286.0real estate purchasing tax 
238.0 budget

municipal expend. taxes 
388.8 7126.6 budget

other nunicipal taxes 

on incomes8 	 50 percent of motor 
-50,000 TL 48.0 48,0vehicles tax 


12199.2

TOTAL 

* In Variant 11, the corporate and inheritance and gift taxes in the amount of 
and allocated in proportion toto the indirect taxes1038.1 million TL are added 


incomes, i.e. the same way as group 7 above.
 

Sources:Tax receipts from ".3evlet Gelirleri Biilteni" ([47], pp. 24-25); budget 
1968 (Ek Yaymn [51], T. :332, p. 96).

from "Tirkiye Istatistik Yitlhmt," 

Table 3B: Direct Taxes and Their Bases 
1968, Variants A and B 

MillionBaseNo. 	 Tax TbVariant BVariant A 

income tax; (central as in Yiiriikofflu proportional to in

govt. & share of ([33], T. 18, p. 27) comes from 2000 TL 
4668.4upmunicipalities) 

indirect tax on allon incomes from2 	 corporation tax, 
incomes100,000 TL upinheritance & gifts 

tax (central govts. & 1038.1 
share of municipalities) 

5706.5 
TOTAL 

"Devlet Gelirleri Biilteni" ([47],
Sources: Central government receipts from 

"Trkiye Istatistik Ymlhg," 
pp. 24-25). Shares of municipalities - budget, from 


1968 (Ek Ya\ym [51], T. 332, p. 96).
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4. Results and Evaluation 

Our results are given in Tables 4, 5 and 6A and Graph. 1A, 113, 2A, 3A 
and 4A. Table 4 shows distributions of households, incomes and indirect tax 
burdens by income brakets, for Variants A and B. The data are in absolute 
numbers, and in that raw form they are difficult to anlyze. To remedy this 
Table 5 shows (distributionsof tax lurdens 1)%income braCkets as a Percent
age of gross incomes (thc latter dcfined as the personal (disposableincome at 
factor cost plus the total shorL-i-,n tax burden ). Table GA shows the ildirect 
tax burden lisaIgrnate(I bY tax Os "rtlI)ell according to common bases. Also 
we offer graphs of respective Lorciz cl.rves. Graphs IA nod 113 relate the 
cumulative percentages of the direct tax burdenI to gross incomes. (11rapl1 2A 
relates similarly the indirect tax burden for ViriItt A. Graph 3A relates the 
total tax Iburdepl. Graph !A ielate.- the cumulative percente,.s of persollal 
disposalble incomes at it-to r cost to houIlue1hls. If ofl'ered, (,raIh 2B, 313 
and 413 (i.e., for \arialt 13) would differ very little from the Same for VIriant 
A; lence we omitte(l them here. 

Let us start with the findilng, regarding the distribution of the shiort-raI 
-
burden ofdirect taxe. Ill Variant A these taxes show ;t Ialrked legree (ofiro 

gressivity. Tile tax burdell rate for lowest icWome Ira.kets is nil (see Table 5) 
due to persolol exem]tionas, i11 then it increases f-ii 1 to about 22 percelt. 
The increase is rather ,teel) for the three hligilest income rilckets. This is 
m'ail y lie to our als51111tiolt that coIrlorate, gift al inheritanlce taxes allI 
50 per ent of the motor vehicles tax fall oIlthe rich. The progressivity (If these 
taxes is also reflected ill convexity of the Loren- curve1 (see Graphi IA) and 
the value of the G ni coefficiient, G I :- .4750. 

This p~icture of the iciclli'e (If direct taxes inthe Varianlt A is, however,
misleadling o( several counts. First, and mainly", the burdent of the inc-ome 

tax, wherever it falls, has hig(dIr rates thal shown il Table 5 because of ilol
generality of this tax.Withil the same bracket, cven intile higiest (ne, there 
will be housChols that pav n1 tax at allJecause them ajor plortion1fincomes 
from agriculture and some other se,tors (fthe ecoIm is exeIpt 111 tie 

remainig househ1hs in such a bracket pay correspnldingly higer tlX.-

Economists who are not famililr wit h analysis oftax burden distrih11tions bV 
the LoreiiZ curve approach na1 '1 note thai oIL Grai )hlI A tile (.uI ll ire peIrcetI age of 
tax burdens are siowNi o1 t lievtrt ictal gross ilvoies brackets oiand of1 t l Ileirizoll
tilaxes. exactly prollortionallIftle tax burdens were (lisItrilbuted to il11onies, the 
olserved litis wo11d lieon the 451 ray t lfont the origin (0,0) to til llity(I ) Jloilits. 

This may be translated into valkues'Of (i (.oeL:ticients. Prolportiomall ,vdistrib
uled burden would viehli oeficienti, a tax bourdhen that is (onsisttlitivG :-- 0.For 
progressive the observed points would curve behlw Ihe (0,0), (1,1) line, and the Gilni 
Coeflicillt woll be a positive 'orfrattion. aiconsistentlY reressive tax burdell, 
fillin, 1perl.entagewise heavier oilt1 in(l wouldlthpoorer 1peoleh, the oerserve lts 
like albove tie-t5 0 ray; moreover, the Gi i(.I beoIIme fracetfiv.ients woul a nlga ix'1, 
tion. Wheret the taxes separate regin1es of regr.ssi vity and jprligressi'i the'iehl v, 
observed line nyIn ,-ross or even recross tlie 4.5 ry.The Gil i coefficientIa. would then 
take its sign atotrdling to the greater imiortance of tile pIrogre;sie'e or the regressive 
regime. 

When dealing with stich averages one should remember the story of a man 
who drowned iniLriver on the average one foot deep. 



Table 4: Distributionof Households, of Personal DisposableIncomes at CurrentPrice and at Factor Cost, 

and of the Indirect and Direct Tax Burt:ens by Income Brackets, Turkey, 1968 

Income Income bracket Number of Personal Indirect tax burden* Personal disposable Direct tax burden* 
bracket households disposable income at factor cost* 
number income at Variant A Variant B Variant A Variant B Variant A Variant B 

current prices 

1 0- 249 10847. 2.6 .3 .4 2.2 2.2 0. 0. 

2 250- 499 46092. 2.4 3.1 3.4 20.9 20.7 0. 0. 
3 500- 999 167418 161.5 21.2 23.1 140.3 138.4 0. 0. 

4 1000- 1499 271579. 432.4 57.0 62.1 375.5 370.4 S. 0. 

5 1500- 1999 302224. 677.7 88.4 96.4 589.2 581.3 0. 0. 
6.4 59.16 2000- 2499 373281. 1053.2 138.3 150.7 914.9 902.5 

7 2500- 2999 277963. 9G4.7 1274 138.8 837.3 826.0 12.6 54.1 

8 3000- 3499 287335. 1183.5 155.7 169.7 1a27.7 1013.8 15.4 66.4 

9 3500- 3999 308096. 1450.5 192.6 209.7 1257.9 1240.8 18.9 81.5 

10 4000- 4499 233046. 1250.5 165.9 180.6 1084.6 1069.8 16.3 70.0 

11 4500- 4999 276891. 1662.0 223.4 24:1.0 1438.6 1419.0 21.7 91.9 

12 5000- 5999 398126. 2771.6 369.2 401.8 2402.4 2369.8 36.1 153.6 

13 6000- 6999 427592. 3529.8 476.6 518.2 3053.2 3011.6 46.0 196.8 

14 7000- 7999 326764. 3077.9 417.9 454.2 2660.0 2623.7 44.4 170.0 

15 8000- 8999 284507. 3079.3 419.7 456.0 2659.5 2623.3 88.6 168.8 

16 9000- 9999 238593. 2860.9 387.5 421.2 2471.4 2439.7 82.3 158.4 

17 10000- 10999 200763. 2655.9 360.7 392.0 2295.3 2264.0 76.4 144.7 

18 11000- 11999 239760 3528.5 483.7 525.3 3044.8 3003.2 101.5 189.4 



19 12000- 12999 93499. 1499.1 199.3 217.0 1299.7 1282.0 43.1 84.0 

20 13000- 13999 15008. 2565.2 347.4 377.6 2217.8 2817.6 73.8 140.5 
21 14000- 14999 82005. 1511.4 208.0 225.8 1303.4 1285.6 43.5 80.4 

22 15000- 15999 79726. 1557.3 208.7 227.1 1348.6 1330.2 44.8 85.5 

23 16000- 16999 104165. 2172.4 298.2 323.8 1874.1 1848.5 62.5 116.6 
24 17000- 17999 99251. 2217.0 303.8 329.9 1913.2 1887.0 80.6 119.6 
25 18000- 18999 36842. 859.8 118.9 129.0 740.9 730.8 37.0 46.7 

26 19000- 19999 83313. 204.8 286.3 310.5 1761.8 1737.6 87.2 108.6 
27 20000- 24999 154372. 4346.3 6(5.2 656.4 .'3741.1 3689.9 187.1 234.5 

28 25000- 29999 186:316. 6497.9 902.8 979.4 559.5.1 5518.5 279.7 :347.4 
29 :30000- 39999 156311. 6772.7 964.9 1044.7 5807.8 5728.0 317.3 354.0 

30 40000- 49999 75828. 4323.7 591.8 642.8 3731.9 3680.9 254.6 234.0 
31 50000- 74999 71 168. 5435.4 771.6 835.7 4663.8 4599.8 377.6 289.1 

32 75000- 99999 21428. 2280.7 323.1 350.0 1957.6 1930.8 200.6 119.5 
33 100000-149999 50050. 7627.8 1114.1 12(14.0 6513.7 6423.8 1386.4 388.3 
34 150000-199999 5950. 1432.6 194.3 211.1 1238.3 12221.4 346.6 80.4 

35 200000- 12734. 4585.6 671.9 725.9 3913.7 3859.6 1316.7 234,6 

TOTAL 6133917. 88099.5 12199.1 13237.2 75900.3 74862.2 5706.5 4668.4 

* In millions of Turkish lira (TL). 
Household data expanded to cover lmuseholds made of singIe persons and those in which the wife is 45 years or older. Income data 

expanded to equate the total with the SIS estimate. 

OD 
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Table 5: Patiosof the Direct, Indirect, and Total Tax Burden to Gross incomes 
(Tax Burden Added back to Incomes at FactorCost), Turkey, 1968 

Variant B 

Group 
Numbers Direct Indirect Total 

Income Size Variant A 

Direct Indirect Total 

.14351 0. .1318 .1318 0. .1435 

2 0. .1302 .1302 0. .1420 .1420 

3 0. .1311 .1311 0. .1429 .1429 

4 0. .1317 .1317 0. .1435 .1435 

5 0. .1305 .1305 0. .1423 .1423 

6 .0060 .1305 .1366 .0531 .1355 .1887 

7 .0129 .1304 .14:32 .0531 .1362 .1893 

8 .0129 .1299 .1428 .0531 .1258 .1889 

9 .0129 .1311 .1439 .0531 .1369 .1900 

.0530 .189810 .0129 	 .1310 .1438 .1368 

.1327 .1456 .0524 .1:385 .190911 .0129 

.1315 .1444 .0525 .1374 .189912 .0129 

13 .0129 .133:3 .1462 .0528 .1391 .1919 

14 .0112 .1339 .1481 .052:3 .1398 .1922 

.1004 .1404 .192414 .0280 .1325 .0520 

16 .0280 .1317 .1596 .0525 .1395 .1920 

17 .0280 .1320 .1600 .051 .1400 .1916 

.0509 .1413 .192218 .0280 .1333 .1612 

.05:31 .1371 .190119 .0280 .1293 .1572 

20 .0280 .1316 .1596 .0519 .1396 .1915 

21 .0280 .13:38 .1617 	 .0505 .1418 .1924 

.0520 .1:382 .190222 .0280 .1303 .1582 

23 .0280 .1334 .1614 .0509 .1415 .1924 

2.1 .0351 .1322 .167:3 .0512 .1412 .1924 

25 .0413 .1325 .17:38 .0515 .14123 .1938 

26 	 .041:3 .1340 .175:3 .0504 .1440 .1943 

',- .1335 .1748 .0512 .1.t33 .194527 
.0507 .10:3828 .0+13 .13:32 .1745 .1431 
.0-497 .1916329 .0447 .1361 .1808 .1416 

30 .0556 .1293 .18-49 .0514 .1410 .1924 

.1977 .146031 .0650 	 .1327 .0505 .1965 
.1458 .1915632 .0808 .1302 .2111 .0498 

33 .1538 .12313 .2774 .0484 .1502 .1986 

.3040 .1395 .192734 .19-18 	 .1092 .05:32 
.1993:15 .22:31 	 .1138 .3369 .0487 .1506 
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Table 6A: Grouped IndirectTax Burdens, aq a Fractionof (rors Incoines, by Income 
Brackets, Variant ., Turkey, 196S* 

Income Indirect Taxcs Grouped by ],:I(!s** (See Tbh'I 3A) 
Bracket 
Number 1 2 3 4 5 7 8 

1 .0121 .0097 .011 .0010 .0ol .0173 .0808 -

2 .0105 .0105 .0094 .0009 .00019 .0171 (ISo9 -

3 .0117 .0102 .(009.5 .0010 .0007 .0171 .0809 -

4 .0124 .010 .0097 .0010 )0006 .0172 .0S09 

5 .0107 .0104 .0096 .0009 .0008 .0172 .0809 -

6 .0116 .M1) .0(099 .0010. .1006 .0171 .0so-1 -

7 .01.)! .0o(97 .(0103 .0010 .011105 .11171 .0799 -

8 .0115 .0098 .0103 .oo10 .005o .0170 .1799 -

9 .0131 .009-1 .0104 .001(0 .00013 .169 .11799 -

10 .0128 .0096 .010-1 .0(10 .wo1.1 .0l;9 .0799 -

II .13 .0093 .M1(0 0) o .oof)I .i11711 .M1799 

12 .0130 .0097 .0101; .001) 0 .04.0 417 .0119 -

13 .0143 .0075 .0127 .0017 .00114 .0)159 .0799 -

14 .0146 .0076 .0130 .0017 .01"13 .0 159 .0797 -

15 .0140 .0074 .0131 .011 .0014 .40157 .7 ,0 -

16 .0142 .0075 .0127 .001 .40013 .()157 .0178; -

17 .04143 .0075 .(129 .0015 .00141 .0157 .(780 -

18 .0150 .0()75 .0137 .o014 .fl011 .0159 .4Ts48 -

19 .0132 .00(0 .0122 .0021 .00124 .11.S .0)780 -

20 .0151 .0060 .1132 .0)20 .001s .150 .0786 -

21 .0166; .01102 .(137 (11)19 .(14115 .0152 .J1786 -

22 .01:18 .1(00] .01:30 .0019 .0017 .41151 .(786 -

2:3 .010)G9 . 00 (0129 .001120 .()18 .111511 .(17;( -

24 .0157 .1001 .01:37 .0019 .0018 .1A5) .(1781 -

25 .0155 .01151 .01.19 .021 .0030 .111.12 .1776 -

26 .0177 .0150 .MI-t .0022 .004129 .01404 .0776 -

27 .0174 .011-19 .041-0 .012f; A031 .0137 .0771; -

28 .0186 .01137 .0115 .0414; .4)007 .)117 .0770 -

29 .0206 .00316 .0)122 .0036 .(1)75 .)I 14 .0773 -

30 .01.4 .035 .0122 .003-, .009 .113 .0765 

:31 .4181 .0(1:15 .011 .0036; .0070 .0112 .17516 .(1021 

32 .()073 .133 .(1I15 .033 .o()375 .01 I J,1744 .o21 

33 .0195 .011:3 .(121 .)4)24; .0039 .0113 .0(W-1,5 .00191 

34 .0079 .00209 .01I11) .01125 .3(095 J110(2 .06;5I .()1)1s 

35 .0180 .)131 .oI15 .0029 .00:38 .0099 .)6328 .00)210 

* In V.1r;,11t B, t he fraet ( .hisarc, clianged oiuly a fit tI, lImt .0)112 is then a(1ded 

in all i 1to II brackets to acun (!(t fo , vassu m(nied ie corp1ora t ionforward1 sI iftig of 
tax and inheritamc and gift tax. 

** u)e to roundin.,g,, the tigurcs add IIp with a slight error to the iudirect tax 
burden shown in Table 5. 
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Graph 1A: The Direct Tax Burden (vertical axis) in Relation to the Gross Income
 
(horizontal axis), Variant A, Turkey, 1968
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our accounting misses the social security contributions. These are aSecond, 
wages and the inissed 1,arit, woul fail near proportionkind of incoime tax oni 

ately, but only on the lower a idmiddle income bracket,. Adding them woul 

increase the burden of direct taxes at the lower enl of income brackets sub

st.antially, reduce the progressivitv of the direct taxes, and 1ower the respec

tive Oini coefficient.' Third, we onitted c.onsidleratiin of suh.bislies hiddeii in 

srvices produced liy the state enterprise systeni (seelow prices of goods andi 
This nmist have resulted in simeinIerestimation ofalso footnot e 2,1).5). 

progressivity or overertimation of regressivity of the Turkish tax system, off

setting to a degree the error resulting from omission of taxes on laior income 

just mentioneI. F urth, the siigpecte,1hil rate of evasion of income tax 
the computation of the taxprovisions (see fiitiliote 1, p. 73) is nit reflected iin 

burdein in Variant. A. It is realoiiahle to assume that this evasion will be con

centrated in higher in'oime ta=1irackets. This would make o(ce lmorethese 
'o get such a resulttaxes nearer to propiortional, if tiot outright regressive. 


from ti e rehatioishilis acol iteI ill this patPer '' we introiduceii Valriant B.
 

I Yiiiiko7lu 1351 thinks tiat adding contributions to pension plans coul make 

even these taxes regressive, but we doht whether the Variant A would have shown 
this. 

T1'oohtain this rsult, we assumed that the income tax after the lowest income 
exemption is irol)ortional to incomes and that the corporation tax and gifts and 
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The burden of direct taxes in ,ariant B is shown in Graph 1B. Observa
tion points lie nearly on the 450 ray and the Gini coefficient, Gin - .0009, i.e. 
for practical purposes nil. Table 5 shows the direct tax urdiln in Variant B 
to be nil for the lowest income tax brackets, then rising to about 5 percit 
and varying only slightly around this level. 

Usually one believes that indirect taxes are regressive, but much depends 
on which goods are taxed. Here te Turkish tax system corrects the overly 
proportional thrust of direct taxes to a degree by making indirect taxes ,war 
proportiomal. Table 5 shows this burden is about 13 per cent of gross incotue 
for all brackets in Variant A and 14f per cent in Variant B. Unlike the case of 
direct taxes in Variant A, the averages per income bracket are neaningfIl, 
everybody paying tqese taxes through Iis n1101sumtio. TIhe Loa: curve for 
the indirect tax burden is shown in Graph 2A. The points are nearly on tie 
450 ray and the Gin coefficient is virtually zero, namely G2A . . .0153. 
For Variant B, G2 B = .(1.M1.

Table 6A oflers disaggreg ted lidirect tax hordens for Varialt A, groped 

aeccording to coniion bases. First we ,note miinor fluctuamios in each series, 
which have to be sooothdi over before we call pass judgi lent whether this 
group of taxes is p rogressive or regressive. The fluctuations are due to coin
position. Our basic cell is income or tax burden in anl inlcoie bracket (ofagiven 
region, and incomes or tax iAurdens for the sanle incone hIa('kt differ he
tween regions. The latter also diHer in tic resiect to taste fr diffol'it oul
sumption goods. Aggregation of poputhiions of regional cells for Turk y as a 
whole yields then locally irregular but cleaw.1v visible trends over all income 
brackets. Second, iwe tind some grouped taxe" f:lliig lprogressively. Spec.ific
ally tlis is observed with respect to taxes oil transportation (gro1I)1), oil 
"other" consumtioni goods (group 1), on sivings-investment g(oods (grup 5) 
and with respect to 5W per cent of taxes on motor vehicles (groqup ). itegres
sivity is shown by taxes on food (group 2), oil housing (group 3), on food, lous
ing, clothing, frnithore, health and personal care, and tralisportat ion (gro 6) 
and on ierslial disl)(osable inconie (group 7. The last result is ntait coiipita
tional error. The birdeii (if this tax was allocated in lroportion to persoial 
disposable income in each cell, but the peremitag" (fractiom) was then co)lulot
ed by dividing the Irden allocated to the cell by gro;s income of the cell 
nade of persmial disposable incoie plus the direct tax Wiirlein on sili il
comes. It is this fraction that, as expected, shows regressivit y. In Variant H 
we found slightly differing numbers with the same trell; Li addition to tile 
burden of g'mupeil taxes (I t<),8) we l fo add also the liirlen (fthiie 'irh)orate 
tax and of gifts ail iihieritaie tax assuiiied shifte(d forward to consulliers. 

Combining the direct aid indirect tax Iirlens tigethir we get the dis
tribution of the total tax burle. Its distribut ion because of the greatl.+r \w.eight 

beritance tax are shiftedI forward in full, hence arc part and parel of indirect taxes. 
These assiiption s may sould "radical" to soie of oilr readers, boil .onsidering our 
objections to tle results in Variant A, ite Variait B results ienicoe hilalishle. In 
other words, even if tile two ass inptionq underlying our Variant D ino not iitceplt
able to some economists, their application yields results that are probably close to 
the truth. 

http:cleaw.1v
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(about 65 per ceat) of indiret taxes is near proportional in Variant A and 
we fitd the poor in Turkeycompletely pioIortioiial in Variant B. In general, 

per cent of their incomes in taxes and the rich, depending on the pay 13 to 1.1 
per cent. raph 3A shows the near oroportioiality of thevuriant, 20 to 3.1 


total tax iurden. Interlils of Giii coeflicieit, 01a 7- 23 - .0109.
1..10 and G:1 
the two variants our preference forDespite narrowing of the gap between 

Variant 1. still stailds, thougl it no longer martters much. It is also obvious 
he nidle classesthat tMe ather lightly tapped incomies of tie ich "aioof LI 

in Turkey provide Turkey withI a large tax revenue potenitial. 

These results, surprisilg as they may he, were not surprising to us. Krzy

"n ia0:110, studying Turkish exli(CIdit res over the period 1950-i9, found 

that tie Turkish tax striture on tle average was proportional. lie, however, 
does not imia that Turkishfilinigs, stating, "that, of comlrse, 

Idi] government exllMuritures had no redistrilbutive effects on the aver
qualified li.,; 
taxes 

age. Also, in the mix of tax and mix of expelditures some of these policies
 

may have had strolnreilistri i'ive effects as biog as othier pli'ies lid com-


Jiemsating effects ill the other direction." We are now inposition to remove
 
a tax policy
some of these qualific'ations. The Turkish g,overnment elected 

as a redis(expenliture policy requires its (iownstudies) that made it. neut ral 


trihutional force. This holls for its direct and es~eciaiy for its indirect tax
1

li 	iii.
 

Let us now 
(onsider what changes in tile distribution of persoial (dispos

able iniome restItI finom this poli' v. Once the pro)ortionality of indirect 

taxation, aid near propirtionality, or more likely pirolortioinality of tie total 

that the distributaxation, inTurkey is estal.ished, it is nit surprising ti flind 

that incrrent prices. Therm
tion iif incomes at, factor cost differs little froim 


is even less difference between the distribution ifpersonal disposable income
 

at factor cost betweenl the two variants." Graph iA shows tile Lorenz curve
 

for \ariant A. ill terms of OWini .oefficietits, we find that,incurrelt prices,
 

relating imcoies to iniber (f households, G - .56177, 'ml at factor cost for
 

and for' \.'iaint Bilsi Li --.5659.Variant A, G, .A515, 
of income
thire iexists (I strOilqi icqulityAll this points out that (it prcsc, 

y (mblic goods cuint riltion t(i inivilual's we-.fare dis,listributiio inl Ture' 

regarifding). The Turkish goverlil teiit ill tIei past did not interfere ill it., at least 

through itstax pilicies. Also, the orc,,ill Im rdel of taxs i.4rothor ioi. llThus, 

there exists a s ub.tantia! tlax rrcl'mi moe i l b,,th in the form of' lossi bi litiesot 

on Alfim'lmc groups ailhiii pssidle prigressive taxation(f higher tax rates 

p e :


(l,';se's.
of middle and up r ii,(.iol. 

O ine siioil( 1iit real1 this aS !L Cndimnatiiin of the ''llrlish government for 

piursuing socialy ald/or morally "wrong" oje.t ivcs.As long as no internal disorder 
loli' s(civiS to iim\e o(.iiirredl,and weakelling ,,fslai1's .olv ii resul'id (anl 	 this 

0c1.Itri I)It Ito a faster rol' of grow II and eo'.loI Iic (evelopilelIIt.polnIi Iiy iayo 
lore 	at \%,,rk. i l(' 

ColiipuiltdIlet of direct taxes. Seci, Ithe distrihiution of the iniircit tax borden is 
A and I.Third, indircit taxes inTurkey represent 

'lhev fact ors are lirs, personal dfisposalie incomC was 

proiportional ioth inthn'\arial 
less lhan 10 pcir e.it of (.NI' (scc also 1Ill). 

Ift le agri.ul ural setor is mmdirt x'd, a higheor taxation rate on this sector 

is atlother possiilc (,spit of this tax ri'tcliie potential. 
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